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WILLIAM ZEBINA RIPLEY 
Thirty-fifth President of the American Economic Association, 1933 


William Z. Ripley was born in Medford, Massachusetts, October 15. 
IS67. and died at Newton Center, Massachusetts. August 16, 1941. 

\fter receiving his A.B. degree at Massachusetts Institute of Technology 
in 1890, he continued graduate work at Columbia University and received 
his A.M. in 1$92 and his Ph.D. in 1S93. His first teaching assignment was 
that of lecturer in sociology at Columbia, which post he occupied from 
1893 to 1901. This assignment continued even after he had been appointed 
to the post of professor of economics at Massachusetts Institute of Tech- 
nology in 1S95. From 1901 until his health tailed in 1933, he served as 
professor of political economy at Harvard University. Honorary degrees 
were conferred upon him as follows: Litt.D.. Columbia Unive rsity 1929 
and LL.D.. University of Wisconsin, 1930. and Bucknell University and 
the University of Rochester, 1931. 

William Z. Ripley was active in many academic and nonacademic 
fields. He served as expert agent on transportation with the United States 
Industrial Commission, 1900-01, was Huxley memorial lecturer at the 
Roval Anthropological Institute in London, 1908, director of the Chicago, 
Rock Island & Pacific Railroad, 1917-33, administrator of labor standards 
of the War Department. I9TS. chairman of the National Adjustment 
Commission, United States Shipping Board, 1920-23, and special examiner 
on consolidation of railwavs for the Interstate Commerce Commission 
1921. The versatility of his interests is reflected in his publications, the 
chief ones of which were: Fina ial History of Virginia ( Ph.D. dlisserta 
tion, IS90). The Races of Europe (Lowell Institute Lectures, 1900), Trusts, 
Pools and Corporations (1905). Railway Problems (1907), Railroads—Rates 
and Regulation (1912). Railroads—Finance and Organization 1914). Spe- 
cial Report, U.S. Ei cht Hour Commission on Trainmen’s Schedules and 
Agreements (1917). Main Street and Wall Street (1927): editor, Selections 
and Documents in Economics (ten volumes). 

Professor Ripley took a very active interest in Association affairs and 
made ita practice to introduce vounger re mibers to his older associates 
at the annual meetings. As President of the Association in 1933, his par: 
ticipation was circumscribed by failing he alth and the pre ‘side ‘ntial address 
of that vear. “A Liberal Theory of Constructive Statecraft.” was read by 
Vice-President Abbott Par son Usher 


N\r ber 33 of iseries of photographs of past presidents of the Association 
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A THEORY OF EXCISE SUBSIDIES 
By Eart R. Roipn* 


Government financial activities fall into two main categories: pur- 
chases and sales, and positive and negative transfers. Government buys 
and sells services, goods, and claims including its own debt. Government 
makes transfers to members of the public in kind and in money. Where 
the government provides medical services by some method other than 
price, a transfer in kind is made to those obtaining the service. Con- 
scription of manpower for military service may illustrate a transfer in 
kind by individuals to their government. Government makes transfer 
payments in money to private groups, some of which are contractual in 
nature and some of which are gratuities on the part of the government. 
Interest payments made to fulfill government debt contracts illustrate 
such contractual transfers. They are money transfers because the pay- 
ment, interest, is income to the recipient and is not in payment for any 
service, good, or asset. Gratuitous payments on the part of government 
to private groups are subsidies. These are made on condition that the re- 
cipient meets certain tests, such as having been a member of the armed 
forces, owning land on which cotton was once raised, or producing par- 
ticular commodities for sale. Private groups also make transfer pay- 
ments to government, the most important type being, of course, taxes. 
Taxes are compulsory transfers in the sense that if a person or organiza- 
tion satisfies the tests described in the tax law, he is legally liable for 
payment of an amount determined by those tests. 

In this study, we are interested in the implications of certain types 
of gratuitous transfer payments made by government to particular 
private groups, here called “excise subsidies.” Excise subsidies may be 
more closely defined as offers of a government to make money payments 
to producers, when the amounts to be paid depend upon a rate or sched- 


* The author is associate professor of economics at the University of California, Berkeley. 
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ule of rates and the size of the commodity base per unit of time. Like 
excise taxes, excise subsidies may be of the ad valorem or the specific 
type, depending upon whether the legislation defines the commodity 
base for computing the subsidy payment as a value sum or a physical 
quantity. Excise subsidies are therefore negative excise taxes. 

The analysis of the effects of excise subsidies must deal with issues 
similar to those of excise taxes. What effects do excise subsidies have on 
the composition of output, the prices of subsidized and non-subsidized 
products, money costs of production, private money incomes, and pri- 
vate money expenditures? Are excise subsidies shifted, and if so, to what 
groups? 

A closely related matter concerns the proper treatment of subsidies 
in the social accounts. Estimation of national income requires decisions 
concerning how subsidies are to be counted. Current theory in this area 
leaves much to be desired. 

Excise subsidies may be general or partial. A general subsidy may 
be viewed as one granted to producers of all commodities at a uniform 
and proportional ad valorem rate. This case, although never found in 
practice, provides a theoretical extreme. Subsidies may also be partial 
in various degrees. The “most partial” system of subsidies is one limited 
to one product in the economy. Any actual system falls within these 
extremes. The procedure employed here is to examine the implications 
of these extreme cases under simplified conditions and then to general- 
ize the results to any system falling in between. Subject to the limita- 
tions of the assumptions employed, the conclusions should therefore be 
completely general for money-price economic systems. 


I 


Consider first a system of excise subsidies which are completely 
general with respect to kinds of products and which are levied at a 
uniform and proportional rate in a setting of competitive pricing of 
products and of resource services. Following Edgeworth’s suggestion for 
the treatment of excise taxes as deductions from demand, one may think 
of an excise subsidy as an addition to the market demand for a commod- 
ity, illustrated by D. (Fig. 1).* 


*Cf. F. Y. Edgeworth, Papers Relating to Political Economy (London, 1925), Vol. II, 
pp. 68-69. The method of viewing a subsidy (or a tax) as an addition (subtraction) from 
the market demand schedule for a commodity may be used whether the subsidy is specific 
or ad valorem in character. In the case of a specific subsidy, the D, line is parallel to the 
D. line for linear demand relations, and their tangents at points corresponding to the same 
quantities are parallel for nonlinear relations. Ad valorem does not uniquely define a tax 
or subsidy base since the term is often used to describe any base where some element in 
it is a value magnitude. An ad valorem subsidy may be computed by applying a rate or 
schedule of rates to a base defined as market price, as market price plus the subsidy rate 
times the market price, or as some fraction of the market price. Because at this point we 
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D. is the market demand for commodity X as revealed by buyer 
preferences. D. is the demand schedule plus the subsidy. Thus if the 
market price is PM, the total financial receipts of sellers per unit of 


product is P.M. Suppose for simplicity that only two commodities, X 
and Y, are produced. Both are assumed to be subsidized at the same ad 
valorem rate. Given the subsidy per unit, indicated by the vertical dis- 
tance between D. and D,j in the case of X, firms have an incentive to 
expand output. Firms producing X have aggregate supply schedules 
passing through the point P and unless these supply schedules are verti- 
cal, they have an incentive to produce a greater output at the total remu- 
neration per unit, P.M. In terms of cost computations, marginal cost of 
each firm at an unchanged output is less than the market price plus the 
subsidy. Profit maximization calls for an expansion of output by each 
firm to the point where marginal cost is equal to the market price plus 
subsidy.” 


are concerned with general and uniform subsidies, it is convenient to define the base 
per unit of the commodity as its market price. In this case, Do and D, converge at the 
same point on the OX axis, i.e., at a zero market price the subsidy is zero. 

?In deference to those who object to profit maximization as a unique guide to output 
decisions even under perfectly competitive marketing conditions, some concessions may be 
offered. The above incentive argument can be stated without appeal to costs or profit 
maximization. It is sufficient that any firm is willing to produce more, given the prices of 
hired services, at a higher payment per unit of product. The argument does require that 
firms have supply schedules and that these schedules shift upward (downward) if the 
money prices of hired resources move upward (downward). 

Profit seeking is assumed in the minimum sense that people act as if money gain is worth 
obtaining and that more is better than less. This is a basic condition for the operation of 
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For the same reasons, the subsidy also provides incentives for firms 
producing Y to expand output. These incentives become reflected in 
demands for resources. Firms in both industries, at given prices for re- 
source services, increase the quantities demanded at these prices. But 
both industries cannot expand output. By definition, the resources em- 
ployed to produce the two commodities exhaust the resources available 
to the economy. With given demands for products, illustrated by D. in 
the case of X, the market price of X remains at PM and the output 
remains at OM. Similarly the price and output of Y remain unchanged. 
The etiects of a general and uniform system of subsidies is neutral with 
respect to resource-allocation. Each subsidy offsets the other. 

The subsidy does have a positive income efiect with respect to all 
owners of resources, namely a rise in the explicit and implicit prices of 
all resource services.’ The initial income effect of the subsidy is quan- 
titatively equal to the amount paid by the government in the form of 
subsidies, i.e., the area RTP.P (Fig. 1) in the case of X and an equiva- 
lent area in the case of Y. Before adjustment, the subsidy increases the 
implicit prices of resources attached to firms in each industry. With 
adjustment, a portion of this increase in the profits of firms is shifted to 
owners of hired resources. The subsidy is partly shifted because firms 
increase their demands for resource services as a consequence of the 
subsidy, and with any given quantity and variety of resources, an in- 
crease in demands, if non-price rationing of resource services is to be 
avoided, requires an upward adjustment in their prices. Thus marginal 
costs rise and exceed market prices by the amount of the subsidy per 
unit at unchanged outputs. 

In terms of productivity analysis, the subsidy leaves the marginal 
physical product of any type of resource unchanged because resources 
stay where they are and the same output is produced, whereas the 
“value” of marginal products is everywhere raised proportionately, 
when by “value” is meant the financial payment to firms per unit of 
product. This financial payment is the sum of the market price and sub- 
sidy. In other words, in the ordinary sense of value, i.e., market price, 
the value of the marginal product of each type of resource service re- 
mains unchanged whereas the prices of resource services are increased. 

The above argument may be generalized to any number of products. 
If a subsidy is imposed on every product at a uniform ad valorem rate, 


iny price-money system with private ownership of resources. When people lose the faith 
that managing resources to obtain money gain is worthwhile, a money-price system of 
ordering economic affairs breaks down. Hyperinflation has, on several occasions, broken 
this faith. Double money-systems which divorce the money to be obtained by managing 
resources from the money to be used to acquire output have had the same effect. 


*“Income effect” means the change in private money incomes computed after adding a 
subsidy or after deducting a tax. It is a money rather than a real concept. 
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each firm in every industry would attempt to expand output. None can 
succeed; their efforts result only in bidding up the prices of hired re- 
source services. Money costs of production are everywhere increased 
proportionately. If factor prices would be equal to the prices of their 
marginal products without the subsidy, factor prices would exceed prod- 
uct prices by the amount of the subsidy. 

Certain conclusions may be noted at this stage. A general and uniform 
system of subsidies is partially shifted from enterprise to the owners of 
hired resources in the sense that it increases their private money in- 
comes. No portion of such a subsidy is shifted to consumers in the form 
of lower product prices. The composition of output (the product-mix) 
remains unchanged, and the prices of products are also left unchanged. 
These conclusions are inconsistent with those theories which hold that 
equivalent excise taxes are shifted to consumers. They are also at odds 
with the usual treatment of subsidies in national income accounting, as 
will be presently noted in more detail.’ 


Il 


We turn now to the effects of differential or partial subsidies. Suppose 
a subsidy is imposed on X and not on Y, where X and Y are again as- 
sumed to be the only commodities produced. If, as shown in Figure 1, 
the subsidy equals the area RTP.P before adjustment, producers of X 
have an incentive to expand output, since each firm’s marginal cost at 
outputs aggregating OM is less than the price plus subsidy, or P.M. 
The incentive to expand means an increase in the demand for resources 
to produce X. But unlike the case of uniform subsidies on both X and Y, 
producers of Y have no incentive to expand output. The Y industry 
cannot therefore retain the same quantity of resources as before because 
it is outbid by the greater competitive power of the subsidized industry. 
Thus the output of X increases as resources are pulled away from the Y 
industry. With any given demand, as the output of X rises, its market 
price falls. Likewise, as the output of Y falls, its market price rises. 

In addition to these price and reallocation effects of the subsidy, there 
are positive money income effects as well. The income effect in the first 
instance is an addition to the profits of firms producing X. Because the 
subsidy increases the demand for resources by industry X, some of the 
subsidy goes to owners of hired resources. The aggregate demands for 
resources are derived from the demands for both products. As the “de- 
mand” for X relevant to decisions of firms producing X is increased by 


‘These results are consistent with the theory developed by H. G. Brown that general and 
uniform excise taxes do not alter the product-mix or raise prices to buyers of products, 
but do make factor prices less than the prices of their marginal products. Cf. Harry G. 
Brown, “The Incidence of a General Output or a General Sales Tax,” Jour. Pol. Econ., 
Vol. XLVIT (April, 1939), pp. 254-62 
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the amount of the per unit subsidy, there is no compensating fall in the 
demand for Y. The money demand for resource services to produce X 
increases whereas the demand to produce Y remains unchanged. The 
prices of resource services, with any given volume of resources, are there- 
fore absolutely increased. In other words, the subsidies increase money 
costs of production in both fields and increase money incomes of some 
and possibly all resources employed in both fields. 

The same line of reasoning may again be extended to any number of 
commodities. If only one commodity is subsidized, its output rises and 
its price falls, whereas the outputs of some, but not necessarily all, of 
the remaining products fall and their prices rise. Only those commodities 
which require resources that are competitive with the subsidized indus- 
try need have their outputs reduced; some commodities may be isolated 
from the subsidized industry in the sense that the resources used to pro- 
duce them are specialized. Consumers get a different product-mix which 
contains more of the subsidized item and smaller amounts of some other 
commodities. 

If several products are subsidized, their outputs increase and their 
market prices fall, whereas for the products not subsidized the reverse 
results would occur. The larger the proportion of all output subsidized, 
the smaller becomes the price and reallocation effects of subsidies be- 
cause the smaller is the area from which resources may be obtained. In 
the extreme case of uniform and general excise subsidies, there are 
neither product-price nor resource-reallocation effects, as already 
shown.*® 

The income effects in general are similar to those already noted above 


*The analysis here and at earlier points in the discussion ignores the possible effects of 
subsidies on the apportionment of human resources between work and leisure. Because 
subsidies, even if partial, increase the money compensation per hour of work for some 
persons, the cost of leisure per unit to them is increased. With freedom of choice in hours 
of work, these people could be expected on this account alone to take less leisure, i.e., work 
more. This much is reasonably clear. The money income effect is less clear. If attention is 
paid only to the increased money income of those effectively subsidized, their money de- 
mands for all products and perhaps also for leisure would appear to shift upwards. But 
people who do not share in the subsidy find their position altered. If they are effectively 
taxed to offset the inflationary effects of the subsidy on demands for products, their money 
incomes fall and hence their demand for leisure may also fall. If no offsetting financial 
device accompanies the subsidy, those not subsidized take a cut in their real incomes in 
the sense of money incomes measured in constant dollars. To assume that these positive 
and negative distributional effects are offsetting with respect to the demand for leisure 
would be rash 

The usual discussion of this subject has been unduly narrow because of the implicit 
assumption that the real position of a person taxed or subsidized can be considered in 
isolation from the repercussions of these facts on other groups. Under conditions where 
full employment of resources can be taken for granted, one person’s real gain is another's 
real loss, and adequate analysis of the over-all “income” demand for leisure resulting from 
a subsidy or a tax may not ignore their effects on other groups. 
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for a two-commodity system. Prices of resource services are, however, 
only raised slightly when one commodity is subsidized, because any 
subsidy so imposed is almost certain to be small in relation to all in- 
comes arising from production. Further, the incomes of the owners of 
only some types of resources need be increased. The resource services 
whose explicit or imputed prices are pulled upward by the subsidy are 
those located in the subsidized industry or industries and those located 
in other fields which are competive with those in the subsidized fields. 
“Competitive resources” in this context means (1) resource services 
which are treated as equivalent by potential buyers and (2) resources, 
even if not so treated, which are used to produce products which are 
“complementary” to subsidized items on the demand side.° In the highly 
special case where all resources are perfectly mobile with respect to all 
products, the subsidy becomes generally “diffused” throughout the 
economy.’ 

Certain crude welfare judgments are suggested by the foregoing 
analysis.* If one accepts the premise that welfare is maximized when 
the value of the marginal product of a small unit of each type of re- 
source is equal in each use, it follows that any subsidy, except a general 
and uniform one, moves resource allocation away from that ideal, if 
that state would exist in the absence of subsidies. If, as in any actual 
situation, resource allocation is not initially ideal, partial subsidies may 
operate either to improve or worsen allocation, A subsidy imposed on 
product X would, for example, worsen allocation if X is produced and 
sold under competitive pricing conditions and other products are pro- 
duced and sold under monopolistic or oligopolistic pricing circumstances. 
The output of X is initially too large relative to other products, and the 
subsidy aggravates this condition. If instead the subsidies were used to 
increase the output of products under monopoly control, allocation 
might be improved in terms of conventional welfare tests. But no valid 

*“Complementary” is here defined in the cross-elasticity sense. If a subsidy reduces the 
price of X and consumers thereby increase their demands for Y, X and Y are comple- 
mentary and the resources producing X and Y are “competing” for the subsidy. 

™A general diffusion result in the sense of some increase in the money incomes of all 
owners of resources may emerge from a partial subsidy, even with degrees of resource 
specialization, provided the demand for a subsidized commodity is inelastic and buyers 
spread the cash released over all remaining products. In this event, the market demand 
for each commodity shifts to a higher level. The money incomes going to resource owners 
in all non-subsidized fields are thereby also increased. 


*The analysis in the text treats one dollar of expenditure power as one “vote” for 
welfare purposes. This procedure although common is crude because dollar democracy 
violates the democratic ethical premise that voting power in economics as in politics should 
be distributed so as to give approximate equality of personal power. In my opinion, 
welfare economics in any but the most superficial sense requires an ethical basis as a 
first premise. The “crude” approach is here employed to reveal the implications of the 
argument for resource allocation. 
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a priori generalizations that excise subsidies necessarily improve or 
worsen the position of consumers are possible in the absence of knowl- 
edge concerning the initial state of resource allocation and the specific 
character of the subsidies employed.* 

Ill 

We may now inquire into the implications of subsidies for national 
income computations. The preceding analysis has attempted to establish 
that a partial or general subsidy raises private money incomes. How is 
this consistent with the theoretical presumption that the aggregate of 
all incomes must be equal to net national product for the economy as a 
whole? This question concerns the proper treatment of excise subsidies 
in the social accounts. 

Subsidies may be regarded as transfer incomes because the imple- 
menting payment by the government is not a payment for a product or 
service, and the subsidy is a part of the money income of the recipient.” 
Two possible methods may be used in the treatment of transfer in- 
comes, the “deduct-add” rule and the “omission” rule. Either, consist- 
ently applied, assures that the size of the national income is not con- 
ceptually altered because of transfer payments. The relevant rule for 
the treatment of excise subsidies is the deduct-add rule. The net income 
of the transferrer is to be computed by deducting the subsidy, and the 
net income of the transferee is to be computed by adding the subsidy. 
Since the government is the transferrer, this means that excise subsidies 
are to be deducted in computing government net revenue and added in 
computing private money incomes. In terms of hypothetical data, the 
proposed method may be illustrated as in the table on page 523. 

As a matter of practical computation, this treatment means that 
subsidies are to be added to the profits of subsidized firms. Any shifting 
of the subsidy by them would mean a reduction in profits computed 
either before or after adding subsidies and an addition to the incomes 
of some hired resources. Ordinary methods of estimating would auto- 
matically record these latter facts. For example, subsidies raise the 
money wage-rates and the wage income of some labor. Empirical! obser- 
vation would therefore give data on “wages” which would automatically 
include some subsidies." 

*A similar conclusion holds for excise taxes. A partial system of excise taxes alters the 
product-mix and may either worsen or improve resource allocation. For a discussion of 
this point, see E. R. Rolph and G. F. Break, “The Welfare Aspects of Excise Taxes,” 
Jour. Pol. Econ., Vol. LVU (Feb., 1949), pp. 46-54. 

“For a more complete discussion of this topic, see E. R. Rolph, “The Concept of 
Transfers in National Income Estimates,” Quart. Jour. Econ., Vol. LIT (May, 1948), pp. 
327-61. 

"Tt follows that recorded wage income data, even if empirically accurate, do not accurately 
measure the share of the national income attributable to labor. Excise subsidies overstate 
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Tue Nationat Account 


Value Product at Market Prices Income 


Value of consumption 300 | Government gross revenue 100 
Private net investment 690 | Deduct excise subsidies 10 
Government purchased goods and | Net government revenue 90 
services 100 | Private money income’ 400 
; — | Add excise subsidies 10 
Total 460 ee 
“Gross” private income! 470 
Deduct taxes 100 
Net private income 370 
Total 460 


* Private money income here means private gain after allowance for depreciation but be- 
fore allowance for subsidies or taxes. The datum of 460 in the table is based on the assumption 
that governments do not engage in enterprise activities. 

» “Gross” private income should also include other transfer payments, in addition to excise 
subsidies, made by government to private groups, such as interest, relief, and social security 
payments. These are omitted to avoid cluttering the illustration. 


The recommended treatment differs from that employed in certain of 
the Department of Commerce and official British estimates. “National 
income” as defined by the Department of Commerce and “national in- 
come at factor cost” as defined in British estimates call for deducting 
indirect taxes from both the product and income sides of the national 
accounts. Excise taxes are regarded as increasing prices paid by con- 
sumers, and therefore unless deducted, the inclusion of such taxes would 
overstate the aggregate of incomes in the sense of money returns to the 


subsidy to a group would not be counted in the measure of the contribution of the 
resources under control of that group to the national product and the national income 
Yet an indirect subsidy may also increase the income of a group, but in this case it is 
reflected in explicit prices for labor or other services and is automatically counted. There is 
no empirical method of disentangling the subsidy from the “wage.” It could be shown 
that excise taxes understate the value contribution of any group whose money incomes are 
lowered by these taxes. A person is not paid what he “earns” if his employer is subject to 
a tax or a subsidy which induces him to lower or raise his demand for hired services. 
These observations suggest the need for caution in discussions of so-called “functional 
distribution” in income theory. 

© For an attempt to provide a theoretical justification of the concept of naticnal income 
at factor cost, see J. R. Hicks, “The Valuation of Social Income,’ Economica, Vol. VIT 
(May, 1940), pp. 122-24; and Ursula Hicks, “The Terminology of Tax Analysis,” Econ 
Jour., Vol. LVI (March, 1946), pp. 38-50. 

No special criticism is here intended of those responsible for preparing official estimates 
They are under some obligation to provide measures of what informed students believe 
to be significant aggregate concepts regardless of their own convictions. My criticism is 
concerned only with the economic theory used to provide the intellectual foundation for 
conceptions of national income. 


“factors of production.”’* The factor cost concept of national income 
the value contribution of any group to whom subsidies are shifted. For example, a direct 
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treats excise subsidies as additions to both the product side and the in- 
come side of the accounts. If a country has no indirect taxes, but does 
have indirect subsidies, national income at factor cost would exceed 
national income at market prices by the amount of indirect subsidies. 
In contrast, our method treats prices of products at their market valua- 
tions, regardless of subsidies. 

The “factor cost” approach obtains its main justification by recourse 
to the “incidence” argument. Indirect subsidies are regarded as shifted 
to consumers in the form of lower market prices, and hence subsidies 
must allegedly be added to give a “correct valuation” of output.’* 

This incidence argument may be criticized on the grounds that even if 
valid, the “factor cost” concept does not measure what a concept of 
national income should measure, But it is sufficient for present purposes 
to establish that its incidence premise as applied to excise subsidies is 
not correct. This conclusion is just what the argument in the first two 
sections of this paper has attempted to demonstrate. The theory that 
excise subsidies are shifted to consumers in the form of lower prices 
must be repudiated. Uniform and general subsidies leave market prices 
unaffected. Partial subsidies lower market prices of subsidized items, 
but increase the prices of other things. The incidence theory used to 
justify the addition of excise subsidies to market prices, as implied by 
the conception of national income at factor cost, fails because its theo- 
retical premise fails. This conclusion does not, of course, establish that 
our suggested treatment of excise subsidies in national income account- 
ing is the best alternative. At a minimum it does indicate the need fora 
re-examination of the theory behind the factor-cost conception of na- 
tional income accounting. 


IV 


The specific implications of subsidies for private expenditure on out- 
put depend upon the setting in which they are employed. The subsidies 
themselves are inflationary with respect to private demands for output. 
Any transfer payment by government increases private money income 
by an equivalent amount. A dollar of subsidy paid today does not, to be 
sure, alter the aggregate of private and government incomes today be- 
cause subsidies are transfer payments. But a dollar of subsidy does 
increase the potential spending power of private groups by one dollar. 
Whether private groups actually spend all or only some part of the 
additional dollar depends upon their own choices. The other possibilities 


™ This view of subsidies is, of course, consistent with the treatment of indirect taxes as 
shifted to consumers in the form of higher prices of products and the claim that a 
deduction should be made on this account from market prices by the amount of such 
taxes to give a “correct valuation” of output. 
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open to any subsidy recipient are to increase hoards, reduce outsiders’ 
claims against resources under his control, or increase his claims against 
resources under the control of others. Although the Keynesian influence 
has promoted a general disposition among fiscal students to regard a 
government transfer payment of a dollar as inducing, in practically all 
cases, less than a dollar increase in private expenditures, I regard this 
issue as an open empirical question which may have different answers 
in different situations.’* It is an open question because the ratio of 
present private expenditures on output to past money incomes depends 
in part on the desire to hoard, and the desire to hoard (or dishoard) is 
notoriously unstable. 

If the goverment wishes to avoid increasing the potential inflationary 
power of private groups resulting from subsidies, it must subtract 
equivalent amounts of cash from private hands, which in practice means 
additional taxation. The combined effects of excise subsidies and taxes 
depend, of course, upon the type of offsetting tax employed. If corpora- 
tions are taxed by the use of a corporate net income tax to offset excise 
subsidies, they would pay their own subsidies plus portions of the higher 
wages and other costs induced by the subsidy. If excise taxes are em- 
ployed to offset the inflationary effects of subsidies, there are additional 
resource allocation effects operating in the opposite direction from those 
discussed for subsidies. Of course, if subsidies and taxes are levied on 
the same commodities, the combined effect may be identical on the 
product-mix and on private money incomes as the absence of both. Such 
combined offsetting programs would appear to be merely wasted motion 
and economic nonsense; yet something similar to this is being practiced 
in some countries today.** The specific effects of excise subsidies on the 


“This is not the proper occasion to become involved in disputations concerning mone- 
tary theory. The argument in the text is based on a quantitative approach to monetary 
theory—‘quantitative” because dollar asset holdings are treated as direct objective con- 
straints on both private consumption and investment demands. This theory implies that 
money income is objectively relevant to private expenditures only if in the past of those 
expenditures, as D. H. Robertson has properly emphasized. See his article, “Saving and 
Hoarding,” Econ. Jour., Vol. XLIII (Sept., 1933), p. 399. 

* Countries sometimes tax imports and subsidize exports; it can be shown that these 
are offsetting under some conditions. Uniform ad valorem import duties and uniform ad 
valorem export subsidies which together give a zero net yield are equivalent to a deprecia- 
tion of the exchange rate of the country in question. Such a policy to preserve an equilib- 
rium rate, in the sense of a clearing rate without net flows of foreign exchange, requires 
an appreciation of the exchange rate, as compared to what the exchange rate would need 
to be in the absence of the tax-subsidy policy. Neither imports nor exports are then 
altered and the situation, aside from the adjustment in the exchange rate, is as if neither 
a tax nor a subsidy were levied. It can be shown that with fixed exchanges maintained 
by gold or foreign exchange flows, the same result would emerge, once inflation in the 
duty-levying country or deflation in the rest of the world or both is sufficient to stop the 
net flow of foreign exchange to the import-levying country. But even with full adjustments, 
subsidies and duties, if not uniform, are not necessarily offsetting on the composition of 
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pattern of private income distribution and on private expenditures 
would require a study of each possible offsetting tax program. For pre- 
sent purposes, it may be sufficient to observe that excise subsidies, in 
contrast to their tax counterparts, increase private spending power and 
thereby aggravate government financing problems. 


V 

The main results of the foregoing analysis may be quickly summa- 
rized. A completely general and uniform system of subsidies does not 
alter the allocation of resources as among products and therefore does 
not alter the product-mix. With respect to any pattern of demands for 
products, such a subsidy system increases the explicit prices of resource 
services when hired and the implicit prices of resource services when 
owned within enterprise. Such a system makes factor prices generally 
exceed the market values of their marginal products. The relations of 
factor prices to market values of marginal products, if equal in the 
absence of subsidies, are made unequal by subsidies, but do remain 
proportional. We therefore obtain the result, leisure questions aside, 
that proportionality between factor prices and market prices of mar- 
ginal products is a sufficient condition for ideal allocation if equality is 
viewed as giving ideal allocation. The main point is, however, that sub- 
sidies are shifted to owners of resources generally by increasing factor 
prices. We find no basis for the opinion that uniform subsidies can be 
shifted to consumers by reducing product prices. 

A partial system of subsidies reallocates resources toward products 
which are subsidized and away from those which are not. The market 
prices of subsidized items are reduced, and the market prices of other 
items are increased. The items whose prices rise are those which use the 
same type of resources employed in producing the subsidized products 
and those used to produce commodities upon which the public spends 
more money when the demands for the subsidized items are inelastic. 
Both partial and general subsidies push up private money incomes. Gen- 
eral subsidies are equivalent in their effects in this regard to a direct 
system of money payments to owners of resources of amounts propor- 
tional to earnings computed before subsidies. A partial system of sub- 
sidies need not increase earnings of all resources because of barriers to 
the effective mobility of resources as between subsidized and non- 
subsidized fields. 

The results summarized here cast serious doubt on the theoretical 
basis of the factor cost conception of social accounting. This conception 


imports and exports. Non-uniform duties restrict those imports which are heavily taxed and 
increase those imports which are lightly taxed, whereas non-uniform subsidies operate to 
prevent a decline in or to increase the particular exports subsidized. 
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is based on the premise that such subsidies are shifted entirely to 
consumers and do not affect money incomes of resource owners. This 
theory appears to be in error. Subsidies may more properly be regarded 
as transfer payments from governments to private groups and therefore 
as not conceptually affecting the aggregate of private and public income. 
The output side of the accounts should therefore be valued at market 
prices rather than at market prices plus subsidies, 

Finally, the conclusions here found for excise subsidies are not con- 
sistent with theories usually adopted for the explanation of excise taxes. 
It is commonly believed that excise taxes are shifted more or less to 
consumers under virtually all types of pricing arrangements. For com- 
petitive pricing, which is the only case here examined, our conclusions 
for excise subsidies should lead to the result that excise taxes do not 
raise prices to consumers, but do lower the money incomes of owners 
of resources. Only such a conclusion would give complete symmetry in 
theories of excise subsidies and excise taxes. 
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SOME COMMENTS ON STOCHASTIC 
MACRO-ECONOMIC MODELS 


By G. H. FisHer* 


I. Introduction 


In his brilliant essay on economic dynamics published in 1933, Rag- 
nar Frisch laid the foundation for development of theories of economic 
fluctuations involving stochastic variables as an important part of the 
theoretical model.’ Subsequent contributions in this general area have 
been made by Slutsky, Kendall, Goodwin, and others.* 

As to the current attitude of theoretical economists in general with 
regard to the usefulness of stochastic macro-economic models, there 
apppears to be a rather wide diversity of opinion. Two extreme cases 
may be cited as examples. In discussing Frisch’s theory of “erratic 
shocks,” J. R. Hicks states that, “. . . this particular hypothesis will not 
do.’’* Goodwin, on the other hand, asserts that, “. . . . although the 
Frisch hypothesis cannot be proved, it does seem the only acceptable 
one, for we must explain both the tendency to regularity and the tend- 
ency to irregularity.’”* 

The purpose of the present paper is to consider briefly—primarily by 
way of examples and illustrations—some of the possible merits of the 


*The author is economist in the Economics Division of the Rano Corporation. The 
views expressed in this paper are personal and do not necessarily reflect those of the RAND 
Corporation. 

* Ragnar Frisch, “Propagation Problems and Impulse Problems in Dynamic Economics,” 
Economic Essays in Honour of Gustav Cassel (London, George Allen and Unwin, Ltd., 
1933), pp. 171-205. Note especially his theory of “erratic shocks.” 

? Eugen Slutsky, “The Summation of Random Causes as the Source of Cyclic Processes,” 
Econometrica, Vol. 5 (April, 1937), pp. 105-46; Maurice G. Kendall, The Advanced Theory 
of Statistics (London, Charles Griffin and Co., Ltd., 1946), Vol. II, pp. 400-37; Richard 
Goodwin, “Innovations and the Irregularity of Economic Cycles,” Rev. Econ. Stat., Vol. 28 
(May, 1646), pp. 95-104. The Cowles Commission in its recent studies on the estimation 
of parameters in dynamic economic models has placed considerable emphasis on sto- 
chastic systems. E.g., see T. C. Koopmans, Statistical Inference in Dynamic Economic 
Vodels (New York, John Wiley and Sons, 1950); and Lawrence R. Klein, Economic 
Fluctuations in the United States, 1921-1941 (New York, John Wiley and Sons, 1950). 

* J. R. Hicks, A Contribution to the Thecry of the Trade Cycle (Oxford, The Clarendon 
Press, 1950), p. 90. For a detailed statement of Hicks’ argument, see ibid., pp. 193-95. 

*R. M. Goodwin, “Econometrics in Business-Cycle Analysis,” in A. H. Hansen’s Business 
Cycles and National Income (New York, W. W. Norton and Co., 1951), p. 421. 
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stochastic approach to the theory of economic fluctuations. Only one 
basic model is used: a modified Samuelson-type macro-economic 
model.® This particular type of model was selected mainly because it 
has been widely used in the literature in recent years and hence should 
be generally familiar to most readers, and also because it is very con- 
venient to deal with in the type of analysis attempted in this paper. 

This does not imply, of course, that the model is to be regarded as 
adequately representative of the operation of complex economic sys- 
tems such as that of the United States. Such a simple model is much too 
aggregative for this task. But it is quite adequate for illustrating the 
points to be made in the present paper. 


Il. The Model without Stochastic Variables 


It may be instructive to write down the modified Samuelson-type 
model first without stochastic variables and to consider briefly some of 
its possible types of behavior over time. The system is as follows: 


(1) Cy =@+ aY, 1 
(2) L=at — Yt-2) 

or, 


(4) Yo = (2+ 4%) + + — Yeu) 


A+ + — 
(5) A4 (2+ — 2, 
where, 
C. = aggregate real consumption in billions of dollars for time 
period ¢ 
I. = aggregate real investment in billions of dollars for time period ¢ 
Y. = aggregate real income (output) in billions of dollars for time 
period ¢ 
a parameter, the marginal propensity to consume 
a parameter, the accelerator coefficient, or what Harrod calls 
“the relation” 
2 and % = location parameters, and 4 = 2 + 4. 


The first question of interest is: What are reasonable assumptions for 
the values of the parameters in equation (5)? It is clear that statistical 
estimation poses no formidable problems in this simple model. There 
are no serious “identification” problems, and all the variables on the 
right-hand side of equation (5) are lagged (predetermined) variables, 

*For a presentation of Samuelson’s original model, see “Interactions Between the Multi- 


plier Analysis and the Principle of Acceleration,” Readings in Business Cycle Theory (Phila- 
delphia, The Blakiston Company, 1944), pp. 261-69, 


\ 
j 


530 THE AMERICAN ECONOMIC REVIEW 


which means that it is permissible to apply the least squares method 
of estimation directly to equation (5).° 

This was done for the prewar period 1929-1941, using the United 
States Department of Commerce annual U. S. gross national product 
data in 1939 dollars for the Y:, Y:-:, and Y:-2.” On the basis of the re- 
sulting least-squares estimates, the following may be taken as reasona- 
ble assumptions—-at least for the purposes of the present paper—for 
values of the parameters for the United States, 1929-1941: 


$17 billions 

0.5 

0.7 

The value = 0.7 is pretty much in agreement with estimates of the 
marginal propensity to consume for the United States derived by other 
investigators. Haavelmo,* for example, using systems of equations, 
obtained z= 0.67 and «= 0.71 (corresponding to two different 
models) for the period 1922-41; and R. and W. M. Stone® derived 
x = 0.75 for 1920-35 and z = 0.70 for 1919-35. 

The assumption that @ < 1 may be surprising to some readers; but 
statistical analysis of the data for the United States (prewar) suggests 
that this is the most likely case. The same conclusion was reached by 
Tinbergen as a result of his statistical studies on the acceleration prin- 
ciple published in 1939."" 

Substituting the assumed values of the parameters in equation (5), 
the result is 

(6) = 17 + — O.5Yt-2. 

If the initial conditions are specified, equation (6) permits the calcula- 
tion of aggregate real output (Y) for any future time period f. For 
purposes of illustration, it is arbitrarily assumed that both initial condi- 
tions are equal to $80 billions;"' = 80 and 80. This 
makes it possible to compute Yo, Y:, Ye, ..., Ye. 


* For a discussion of this point see J. Tinbergen, Econometrics (Philadelphia, The Blakis 
ton Company, 1951), pp. 84, 202-3. A more technical treatment is given in Koopmans, 
op. ctt., pp. 54-237, 266-304 

"These data may be found in U. S. Department of Commerce, A Supplement to the 
Survey of Current Business, National Income, 1951 edition, p. 146. 

“Methods of Measuring the Marginal Propensity to Consume,” Jour. Am. Stat. Assoc., 
Vol. 42 (March, 1947), pp. 119-21. 

‘The results of the Stones’ investigations may be found in Tinbergen, op. cit., p. 97. 

” J. Tinbergen, Statistical Testing of Business-Cycle Theories: A Method and its Appli- 
cation to Investment Activity (Geneva, League of Nations Economic Intelligence, 1939). 

" Eighty billion dollars is approximately the average level of real gross national product 
in the United States for the period 1029-1941 
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The general pattern of behavior of Y: over time may be determined 
without actually calculating Y: for a successive number of time periods. 
This may be done by examining the characteristic equation of the homo- 
geneous case of equation (6) which is 

(7) lay G3 = ©. 

Solving this equation: 


1.2 0.7483. 
— + I 
2 2 

1.2 0.7483 

9 ) 


and the modulus of the complex roots is 


It can be shown that the nature of the roots y; and y. determine the 
general behavior oi Y: in equation (6) over time.’* In the present case 
since y: and ys are complex, Y: will oscillate over time; and since 
M <1, the cycles generated by equation (6) will be of the damped 
variety.’ If M had been greater than unity, then the cycles traced out 
by Y: would have been “explosive.” If M had been equal to unity, the 
cycles would have been perfectly regular with a constant amplitude of 
fluctuation. 

Thus for the model defined by equation (6), Y: will experience 
damped oscillations over time. Assuming Y-. = Y.. = $80 billions, Y: 
was computed for a number of successive time periods. The result is 
given in Chart I (the dotted line series). 

It is clear from Chart I that the model is heavily damped and that 
therefore equation (6) as it stands does not provide a basis for a very 
interesting theory of economic fluctuations in aggregate real income. If 
* had been assumed to be greater than unity, the model would have pro- 
duced explosive fluctuations in Y:—an inadmissible case. If 2 had been 
assumed equal to unity, then the cycles traced out by Y: would have 
been perfectly regular with a constant amplitude of fluctuation (see 
Chart 2, the dotted line series). The 3 == 1 case is also inadmissible, or 
at least it is not a very interesting case. 

In sum, the purely linear model of the type defined by equation (5) 
does not furnish a satisfactory framework for a theory of economic 
fluctuations, no matter what value is assigned to 2. There are several 
ways to get around this difficulty. One way is to assume an explosive 


“For a detailed discussion of this, see William J. Baumol, Economic Dynamics (New 
York, Macmillan Company, 1951), Chaps. 10 and 11. 


* Ibid., pp. 200-202. 
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accelerator coefficient (2 > 1) and then to impose constraints on the 
system which have the effect of making the model non-linear. For ex- 
ample, the upward expansion of Y: may be restricted by postulating a 
ceiling on aggregate real output in the form of a scarcity of employ- 
able resources; or during the downswing a technical limitation on the 
operation of the accelarator mechanism may be assumed.’* J. R. Hicks 
in his recent theory of the trade cycle uses both of these devices." 

Several theorists have questioned the validity of the real ceiling hy- 
pothesis, especially in light of the historical record for the United 
States. They maintain that few, if any, booms have been brought to an 
end by running up against a real ceiling on the expansion of aggregate 
real output.’” Also, as previously pointed out, there is some question 
as to the validity of assuming ¢ > 1.** 

Another way to avoid the embarrassing consequences of a model like 
that defined by equation (5) is to assume a damped system (7 < 1), 
and at the same time introduce the Frischian notion of random disturb- 
ances into the model. The random disturbances provide the impulses 
necessary for maintaining the cyclical swings in Y; over time. This type 
of model is discussed in considerable detail in the remainder of this 
paper. It is shown that when a random variable is permitted to enter 
linearly into equation (6), the resulting behavior of the model over time 
is likely to be more realistic than in the case where the random variable 
is omitted. 

III. The Stochastic Model 


The model discussed in the remainder of this paper is exactly like the 
one defined by equations (1) through (5) except that random disturb- 
ances Ur, Vi, and W: == ur + Vv: are introduced as follows: 


(9) I, 6 (Y:-1 — ¥e-2) + v: 
(10) +i 
(8+ 4) + (a + — + (ue + ve) 

(11) A+ (at — + Wi. 

Using the same assumptions for values of the parameters and the 
same initial conditions as those used in Section II, equation (11) be- 
comes 

(12) We = 87 — + HK, 


“The technical limitation on the action of the accelerator during the downswing may 
be assumed to arise from the fact that gross investment cannot be negative 

® Hicks, op. cit., p. 95. 

* E.g., see James S. Duesenberry, “Hicks on the Trade Cycle,” Quart. Jour. Econ., Vol. 64 


Mr. Hicks.” Am. Econ. Rev., Vol. 41 (Dec., 1951), p. 874 


* See page 530 of this paper 


, (A 1 5. A é Issues of Business Cycle Theory Raised by 
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with initial conditions Y-2 = Y-. = $80 billions. Equation (12) specifies 
a damped system subject to a random variable w:. For purposes of the 
discussion which follows, w: is assumed to be normally distributed with 
zero mean and variance 7°w. 

In order to indicate how equation (12) might behave over time, Yr 
was computed for one hundred successive time periods,” using the 
initial conditions Y-2 = Y-1 = $80 billions and using numbers drawn at 
random from a simulated normal population as values for w: for each 
time period. Before the simulated normal distribution of w: could be 
set up, a numerical value of the standard deviation of w: had to be 
computed. This was done in the following way. 

It will be recalled that the least squares estimates of the parameters 
in equation (5) were computed by using annual gross national product 
data for the United States, 1929-1941.’" The results of this analysis 
gave estimating equation (6). “Computed” values of Y: over the period 
1929-1941 were calculated from the estimating equation, and then 
these computed Y; values were compared with the actual Y. data (the 
GNP data) in order to get the residuals, wr. That is to say, the values 
for the residuals, wt, were obtained by calculating the quantity (Y: — 
Y’:) over the period 4929-1941, where Y’: denotes values of Y: com- 
puted from the estimating equation. These values of w: were found to 
have a mean of approximately zero and a standard deviation of ap- 
proximately $5 billions. On the basis of this information the simulated 
normal population for we was set up using the following assumptions: 
vw = O, t¥ = 5, and N = 200. The frequency distribution of the wr 
population may be summarized as follows: 


Mid Value 
(billions of dollars) 


Class Interval 
ms of dollars) Frequency 


From To 


5 


? 
1 


¢ unit time period implicitly assumed here is one year. 


™ See page 530 of this paper. 


—15.5 -14.5 
—1 13.5 —14 | 
13.5 12 
2.5 —12 
$1.5 ~10.5 -11 | 
| 
6s 8 
10 
11 
= 5 - 13 
2.§ |: 14 
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Class Interval Mid Value | 
of (billions of dollars) Frequency 
— 1.5 — 0.5 — 1 15 
— 65 + 05 0 16 
+ 0.5 1.5 + 1 15 
1.5 2.5 | 2 14 
2.5 3.5 | 3 13 
3.5 4.5 | 4 11 
4.5 5.5 | 5 10 
5.5 6.5 | 8 
6.5 7.5 7 6 
7.5 8.5 8 4 
05 9 3 
05 0.5 10 2 
10.5 11.5 11 1 
11.5 12.5 12 1 
12.5 13.5 13 1 
13.5 14.5 | 14 1 
14.5 15.5 15 
15.5 16.5 16 1 


Using Snedecor’s table of randomly assorted digits,*’ numerical 
values were drawn at random with replacement from the simulated 
normal distribution, and these numbers were taken as the values for we 
for each time period ¢. The w: values, along with the assumed initial 
conditions Y-. = Y.. = $80 billions, permitted the calculation of Yo, 
Yi, Y>,..., Yoo. The resulting Y; series is shown in Chart I (solid line).”’ 

For the particular set of w: which turned up in the present case, 
the Y: traced out by equation (12) are clearly more realistic than the 
Y: generated by equation (6).** Contrary to what some theorists seem 
to think, the heavily damped case with a random variable apparently 
can generate cycles which have sufficient amplitude to be realistic. In 
Chart I the stochastic case seems to be dampening down somewhat dur- 
ing the latter part of the series. But this need not necessarily be the 
case; a different “drawing” of the w: values might produce an entirely 
different situation. 

This fact is objectionable to some theorists, on the grounds that the 
stochastic case does not explain enough; too much is left to chance, 
and there is not sufficient emphasis on the “systematic” part of the 


* George W. Snedecor, Statistical Methods, 4th ed. (Ames, Iowa, Iowa State College 
Press, 1948), pp. 10-13. 

™ See page 532 of this paper. 

* Regarding the stochastic-type case, Frisch would even go so far as to say that this 
combination results in a theoretical set-up which . . . “seems to furnish a rational inter- 
pretation of those movements which we have been accustomed to see in our statistical time 
data.” Frisch, op. cit., p. 203. 


| N = 200 
4 \ 4 
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model.** Other business cycle theorists would not be disturbed about 
this matter, and they would perhaps argue that the stochastic case is 
preferable to the Hicksian model which assumes an explosive accelera- 
tor coefficient along with the apparently unreasonable hypothesis of a 
real ceiling on output which keeps the system from running away. At 
any rate it would seem that the damped model with a random variable 
is capable of generating a fairly realistic cyclical path over time. Per- 
haps this model does not provide sufficient basis for a complete theory 
of economic fluctuations, but nevertheless it might possibly be regarded 
as an admissible hypothesis. At least it would seem preferable to the 
model defined by equation (6). 

Two other cases were investigated briefly: 

(13) = F 2.28 — 15s 
and 

(14) = 174+ 1.7Y:- (1)¥: Wi, 
with assumed initial conditions Y-2 = Y-. = $80 billions in both cases. 

In the mode! defined by equation (13) the accelerator coefficient is 
greater than unity, 2 = 1.5, and hence the system is an explosive one. 
Using the initial conditions Y-. = Y-, = $80 billions and the same w: 
series as that used in the computation of Y: for equation (12), the 
behavior of equation (13) over time was computed for 26 time periods. 
The model proved to be highly explosive, as can be seen from the fol- 
lowing set of computed Y: values: 


te 


Be. 


+ | 


4 


* The Y’, values are for the equation (13) case with the we variable omitted 


This case is, of course, inadmissible. The systematic part of the 
model is so explosive that apparently any set of drawings of w: values 
which might reasonably be expected to occur would not keep the system 
from running away. In fact, in the present case the w: series has the 
effect of making the system more explosive. This may be seen by com- 


* E.g., see Hicks, op. cit., pp. 90-91 


| 
| t Ve t Ve Y’.* 
0 74 13 730 427 
1 61 14 686 285 
2 8 15 420 +4 
3 2 16 — 402 
17 — 805 — 874 
on 18 —1614 —1302 
6 —104 19 —2331 —1537 
— 20 —2689 —1411 
1 —2399 — 782 
| 9 + 81 2 —1235 + 414 
10 235 3 +- 900 2009 
11 449 } 3858 4015 
12 628 5 7152 §702 
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paring the Y: and Y’: values in the preceding table. The Y’: series 
represents the behavior of equation (13) over time when the w: variable 
is omitted. 

The model defined by equation (14) represents the “mid-point” case. 
Here 2 = 1, and if the w: variable is omitted from the model, the cycles 
traced out by Y: over time will be perfectly regular and will have a con- 
stant amplitude (see dotted-line series plotted in Chart 2). If the w: 
series which was used in the two previously discussed models is intro- 
duced into the present model, the resulting cyclical sequence will be as 
shown by the solid-line series in Chart 2. 

In this particular case the random disturbances have the efiect of 
intensifying the fluctuations in Y:. Although not quite as inadmissible 
as the explosive case, the model given by equation (14) is neither very 
interesting nor realistic. 


IV. Concluding Remarks 

The analysis presented in this paper is certainly not very exhaustive. 
Only one simple model is considered, and only one set of drawings of 
the w. from the assumed random shock population is utilized. But in 
spite of these recognized limitations, it would seem that a few generali- 
zations may be made. 

In the first place, it is clear that a model like the one defined by 
equation (5) is inadmissible, no matter what value is assumed for ¢. 
J. R. Hicks recognized this and attempted to remedy the situation by 
imposing constraints, e.g., the real ceiling postulate, on the basic linear 
model which have the effect of carrying the system into the non-linear 
case. But as several theorists have pointed out, the real ceiling 
hypothesis is apparently not realistic, especially in view of the historical 
record in the United States. Also, the Hicksian assumption that 2 > 1 
is of questionable validity. 

Another way to get around the difficulties raised by a model like that 
represented by equation (5) is to assume a damped case (? < 1) and 
to introduce a random variable into the model. The analysis given in 
the present paper has shown that such a model is capable of generating 
a reasonably realistic cyclical path over time and that the fluctuations 
can be of sufficient amplitude. 

As previously pointed out, the simple random shock model presented 
in this paper probably cannot form the basis for a general theory of 
economic fluctuations. But the hypothesis would seem to be worthy of 
consideration, and certainly it is preferable to a model like that defined 
by equation (5) in which a stochastic variable is not included. 
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PRODUCTION FUNCTIONS AND THE THEORY OF 
INTERNATIONAL TRADE 


By Svenp LAuRSEN* 


Certain recent contributions to the theory of international trade have 
led to a clarification of the relationships between international move- 
ments of goods and factor prices in the trading countries. In two impor- 
tant articles Paul A. Samuelson has shown that, under certain condi- 
tions, free trade will equalize not only commodity prices but also the 
prices of the factors of production.’ With the first of Samuelson’s articles 
as a starting point, Tinbergen has dealt with Samuelson’s general propo- 
sition as well as with some of the complications that arise in cases 
where the number of commodities is different from the number of 
productive agents.” It may also be appropriate at this point to mention 
Heckscher’s pioneer work in the field, since his paper was not made ac- 
cessible to English-speaking economists until quite recently? Still an- 
other contribution must be mentioned in this connection, an article by 

A. P. Lerner which makes use of a rather neat geometric technique.‘ 
The present study is intended to serve a dual purpose. In Section I it 
illustrates the working of Samuelson’s principal theorem by means of 
simple arithmetic and geometric models. This part of the paper is 
somewhat more general than Samuelson’s approach because it is based 
on a set of simultaneous equations, while he singles out certain key 
relationships; but it in no way alters the validity of his conclusions. A 
minimum of attention is paid to the economic interpretation of the 
results, since they have been dealt with adequately by Heckscher and 
Ohlin, whose contribution, in brief, was to show how trade increases 


* The author is professor of economics at Brandeis University. He is indebted to Professors 
G. Haberler, L. A. Metzler and Paul A. Samuelson for helpful discussions. 

“International Trade and the Equalization of Factor Prices,” Econ. Jour., Vol. LVIII 
(June, 1948), pp. 163-84, and “International Factor-Price Equalization Once Again,” Econ. 
Jour., Vol. LIX (June, 1949), pp. 181-97. 

2 Jan Tinbergen, “The Equalization of Factor Prices between Free-Trade Areas,” Metro- 
economica, Vol. I (July, 1949), pp. 39-47. This article gave rise to an interesting correspond- 
ence among J. E. Meade, Samuelson, and Tinbergen, that I have had the privilege of seeing. 

2? Eli F. Heckscher, “Utrikshandelns verkan pA inkomstfordelingen.” Ekonomisk Tidskrift, 
1919, Del 2, pp. 1-32. The English version appears in Readings in the Theory of International 
Trade, ed. by Howard S. Ellis and Lloyd A. Metzler (Philadelphia, 1949), pp. 272-300, 

4“Factor Prices and International Trade,” Economica, Vol. XIX (Feb., 1952), pp. 1-15. 
This article as now published was first prepared for a seminar at the London School of Eco- 
nomics in December 1933. The reader is also referred to “A Note on Mr. Lerner’s Paper” 
by I. F. Pearce, Economica, same issue. 
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the demand for a factor which a country has in relative abundance 
while reducing the demand for its relatively scarce factors. Interna- 
tional trade thus has a tendency to equalize the relative returns to fac- 
tors in the trading countries. Samuelson’s main contribution is his 
fuller development of the implications of the Heckscher-Ohlin system. 
Through a rigorous treatment, using the Heckscher-Ohlin assumptions, 
he has shown that factor prices will be equalized, absolutely and rela- 
tively, by free international trade as long as there is partial specializa- 
tion, with each country producing some of both commodities. The 
second purpose of the paper is to deal with some of the more complex 
situations that arise when the first simplified assumptions are relaxed. 
Special attention will be given in Sections II and III to cases where the 
number of factors ditfers from the number of products and to assumptions 
related to the production functions. 


I. Models for Trade between Two Countries Producing Two 
Commodities Using Two Factors of Production 

In the first place let us examine a simplified case of trade between two 
countries or, what is the same, one country against the rest of the world. 
The two countries produce but two commodities using two factors of 
production, and it is assumed that the supply of the two factors is 
constant and that they are always fully utilized. In order to simplify the 
analysis still further, it is assumed that in the aggregate the consumers 
spend constant proportions of their income on each of two commodities. 
Finally, it is assumed that their total expenditures add up to total in- 
come. Before trade the demand in both countries for each commodity 
is equal to the domestic supply; after trade has been opened up, it is, 
of course, only necessary that total world demand equal total world 
supply. 

In Sections I and II we shall work with the hypothesis that the pro- 
duction functions in the two countries are identical for the same com- 
modities, @.e., a given input of factors will always, for the same com- 
modities, produce identical outputs. This assumption is of decisive im- 
portance for the subsequent argument. In Section III we will briefly 
discuss its implications and also the consequences of relaxing it. Further- 
more, we shall assume that returns to scale are constant, so that we 
need not distinguish between the production function of an industry 
and those of the firms composing the industry. This is not serious for our 
purpose, but it has the advantage of eliminating the problem of aggre- 
gation. 

It is, however, necessary to define the production functions in more 
detail. Without much loss of generality we shall use production func- 
tions of the Cobb-Douglas type. Let x and y be inputs of factors X and 
Y and g the physical output. We then have 


‘ \ \ \ 
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q = Ax*y'™, 


where A is a constant and a is a positive fraction. A function of this 
type displays the properties that are often associated with the relation- 
ships between inputs and output. The marginal productivity of X 
depends on the total of Y used, and vice versa. For a given input of one 
factor, the marginal productivity of the other factor will decline with 
an increasing use of that factor. Third, since a+(1—a) =1, production 
functions of this type show constant returns to scale. Since the point 
is sometimes overlooked, there is reason to emphasize that by assuming, 
as we have, that the production functions are linear and homogeneous, 
we have excluded the possibility of long-run U-shaped cost curves. As a 
consequence, the number of firms is indeterminate. There is, of course, 
no particular reason to believe that linearity and homogeneity must 
always be associated with the production functions. It is, however, a 
convenient and simplifying device for the problems under investigation, 
and it does not limit the value of the conclusions in any significant 
way. In particular, indeterminacy as to the number of firms is without 
significance as far as prices and costs are concerned, i.e., the allocation 
of total output among firms does not, ex hypothesi, affect unit costs. As 
4 long as freedom of entry exists, monopolistic price behavior is also ex- 

&§ cluded, even if the number of firms is small. Potential competition will 
: force producers to follow the rules of perfect competition, both vis-d-vis 
the other industry within their own country and in their relations with 
the other country. When dealing with decreasing costs, we shall, of 
course, no longer be able to postulate perfect competition. 

Before examining individual cases it is convenient to summarize the 
symbols used. 


Country I Country II 


Commodity prices pi, Ps P,, Ps 
Factor prices Rx, Ry 

Outputs Qty Qi, 
Industry allocation of inputs X and ¥ X2 Xi, 

} V1, 92. hi, 


Demand d,, dz D,, 


Case 1. It is convenient to start with the conditions determining pro- 
duction possibilities. The first set of equations (1) shows the available 
supplies of the two factors of production: 

(1. a) 80 X, + X, 70 
(1. b) + = 160 Y; + = 90 


Throughout the argument we assume full utilization of inelastically 
supplied productive resources. 


| 


LAURSEN: PRODUCTION FUNCTIONS—INTERNATIONAL TRADE = 543 


A second set of equations (2), describing the relationships between 
inputs and outputs, has already been discussed above. The production 
functions used are: 


(2. a) = Qi = 1.75X,'4Y3"4 
1 


(2. b) = QQ. = 


It will be noted that the two commodities differ as to factor intensities, 
reflecting technological differences between production in the two fields. 

The first two sets of conditions enable us to determine the amounts 
produced for any given allocation of resources. However, not all of these 
possible combinations of factors represent optimal positions. Unless 
the ratios of the marginal physical productivities (MPP) of the two 
factors are the same in both lines of production, we have not achieved 
an optimal allocation of resources.’ In this case they are: 


MPP of 3x, MPP of 3X; 

(3. &) M PP of x2 MPP of 
MPP of ve x2 MPP of Y2 Xo 


It will be noticed that the ratio of marginal physical productivities 
depends only on the relative proportions in which the two factors are 
applied. 

The following diagrams restate the argument up to this point. Figure 
1 is a modified Edgeworth box diagram.® The dimensions of the boxes 
indicate the total factor supplies and any point inside the boxes cor- 
responds to a particular combination of the factors for each of the 
commodities (and thus corresponds to particular outputs of the two 
commodities). Of the infinite number of combinations we are, however, 
as explained above, interested only in the locus of points representing 
optimal positions, 7.e., those combinations of factors where the ratios 
of marginal productivities are the same for both commodities. Geomet- 

5 Since we have specified the form of the production functions, the marginal productivities 


can be found by simple partial differentiation of equations (2). In this particular case their 
ratios are: 


Ox v1 
and = 

Og 3x1 692 

Ov; ay 


The ratios for County II are, of course, the same since they are derived from identical 
production functions. 

* For a discussion of this type of diagram see W. F. Stolper and P. A. Samuelson, “Protec- 
tion and Real Wages,” Rev. Econ. Stat., Vol. IX (Nov., 1941), pp. 58-73, now reprinted in 
Readings in the Theory of International Trade. 
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Commodity 2 


< 


Y Commodity 2 


Commodity 1 Commodity 1 


Country | Country II 
Fic. 1 


rically this locus of points is determined by the points of tangency of 
the isoquants. For a given output of one of the commodities we know, 
then, that the output of the other commodity has been maximized. 
From this diagram it is easy to derive the familiar production-possi- 
bilities curves showing the maximum outputs that can be attained 
when the factors are used in an optimal fashion (Fig. 2). 

The next step involves the derivation of supply and demand functions 
that correspond to the assumed quantities of the productive services 
and given technology and tastes. Price variables must now be introduced 
(commodity and factor prices). Since only relative and not absolute 
prices are of importance we can express these variables in terms of a 
numéraire (p2= P;=1). When trade opens up between the two countries, 
it is assumed that commodities flow freely (no trade barriers or costs of 
transportation). It follows that pi/p.=P1/P2, where p.=P:=1. 

In order to obtain the world supply curve after trade, the conditions 
under which the industries work must be specified. From the production 
functions it follows that marginal cost always equals average unit 
cost in both lines of production. Let us furthermore assume that prices 
equal marginal (and average) cost, i.e., that the industries are competi- 
tive. We then have 


(4. a) Pin = + P,Q, = + 
(4. b) p2g2 = + = X2R, + 


\ 
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q 
? 
Country I 
nN 
> Q, 
Country IL 
Fic. 2 


We can then for alternative price ratios determine each country’s 
supply and, by adding them, construct the supply curve for the world 
as a whole. Going back to Figure 2 this means, geometrically, that we 
want to find the points on the production-possibilities curves that have 
the same slope as the price lines. 

The demand curve is derived on the assumption that the consumers 
in each country spend three-quarters of their incomes on the first com- 
modity. A second assumption, that we shall make use of later, is that 
Country I spends the rest of its income on the second commodity: 


(5. a) pid, = + = + P2Q2) 
(5. b) = 3(pign + 


ll 


Finally, equations (6) express the fact that in equilibrium total world 
demand is equal to total world supply: 
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(6. a) qi O; = dD, 
(6. b) gz + Q2 = d: + D: 


It must be pointed out that the demand schedules are not of the 
ordinary “‘ceteris paribus” type. Rather they are of the “mutatis mu- 
tandis”’ variety, because each schedule is based on covariations in the 
price of the other commodity and also income. Since these other vari- 
ables respond in a determinate and predictable fashion, the demand 
schedules can be defined without ambiguity. 

Two further points must be discussed briefly. In the first place, why 
should the same price ratio that equilibrates the demand and supply 
for one of the commodities also be the equilibrium ratio in the market 
for the second commodity? Secondly, will the price ratio determined in 
the world market balance trade between the two countries? From equa- 
tions (5) it follows by simple addition and transposition that ~;(q:—d:) 
= p2(d2—qz2), i.e., Country I’s exports equals its imports. In other words, 
the assumption that all income is spent (Say’s Law) implies that trade 
must balance. This conclusion is of general validity and does not depend 
on the establishment of any particular price ratio in the world 
market. For Country II the corresponding balance-of-trade equation is 
= P(Q2—Dz2). 

The proof that the price ratio that equilibrates demand and supply 
in the world market for the first commodity will also equate demand and 
supply in the second market proceeds as follows. If we call the equilib- 
rium price ratio in the first market (p1/f2)o, we then know from (6. a) 
that =D, —Q,, for (pi/ ps)o, or pilgi—ds) = pi(D: —Q,). Combining 
this last equation with the above balance-of-payments equations that 
hold for any price ratio, and hence also for (p:/p2)o, we obtain d.+Dz 
=92+Q2. It thus follows that the same price ratio equilibrates both 
markets. 

For conditions after trade we have twenty-one equations. The num- 
ber of variables listed on page 542 is twenty-four. However, under the 
conditions of trade postulated above, it follows that p,/p2=P1/P2. Set- 
ting ~2=P2:=1 the total number of unknowns has been reduced to 
twenty-one. The set of equations may, then, have a unique solution.’ 

Since d,;=q, and d:=gq: without trade, equations (1) through (5. a) 
determine the value of the variables within each of our two countries 

7 It is possible that no set of values will satisfy the equations or, on the other hand, that 
they possess multiple solutions. A study of the Jacobian of the system tells us whether an 
equilibrium exists and is unique. A mere counting of equations and unknowns is not sufficient. 
For a fairly non-technical discussion of some of these problems, see W. Braddock Hickman, 
“The Determinancy of Absolute Prices in Classical Economic Theory,” Econometrica, Vol. 
XVIII (Jan., 1950), pp. 9-20. The models constructed in this paper are all such as to give 
unique solutions that, furthermore, do not involve negative values of the variables, an outcome 
that, of course, would he meaningless from an economic viewpoint. 
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before trade. The solution for the above set of equations is given in 
Table I. Note that the terms of trade resulting from the unrestricted 
movement of goods falls between those in the two countries before 
trade. Each region’s relatively scarce factor has fallen in price relative 
to the abundant factor, and the result is complete factor price equaliza- 
tion as well as complete price equalization. 

Case I. Let us next consider the case where one of the factors—say, 
¥—is perfectly mobile. In the absence of commodity movements factor 1 
will move from Country I to Country II because of differences in 
remuneration. The new allocation of resources that emerges is such that 
the factor proportions are equal in the two countries. Furthermore, 
we can state that production will be everywhere carried out in the same 
way, that is, the factors of production will be combined in the same 
proportions for the same commodities. Finally, it follows that no trade 
will take place in this case. A study of Table II shows that, apart from a 
certain reallocation of world output between the two countries, all 
other results are identical with Case I. Under free trade as under perfect 
factor mobility, world output is the same, and is, furthermore, produced 
in identical fashion, though not in identical locations. Commodity and 
factor prices are also identical. 

Case III. The next case that has been chosen is one of complete 
geographical specialization. The purpose of this illustrative example 
is to show how differences in factor endowment may be so great that 
both countries, after the opening up of trade, specialize in the produc- 
tion of one or the other of the two commodities. How great the differ- 
ences in factor endowment must be to lead to specialization will de- 
pend on the coefficients in the production functions. If they are rather 
similar in the two industries, fairly small differences in endowment will 
lead to complete specialization. On the other hand, if the technical con- 
ditions differ a great deal, it is possible to “absorb” greater disparities 
in factor supplies before specialization occurs. (Another special case 
would be that where only one of the countries concentrates completely 
in one field.) 

The general set-up of the equations is the same as in Case I, the only 
difference being that we have substituted 

100 Xy + X2 = 10 

+ 10 Y,+ ¥2 100 
for the old equations (1). It will be noticed that in the case of complete 
specialization, international trade does not lead to an equalization of 
factor prices. 

Case IV. The main emphasis in this paper is on production functions 
and the endowment of productive resources. It may nevertheless be of 
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interest to point out that, even if we assume identical production func- 
tions and the same relative supplies of the factors of production, trade 
may still take place whenever demand conditions are not the same be- 
cause of differences in tastes.* In such a case complete specialization 
is never possible so long as some of both commodities is demanded. 
As a consequence, international trade must always lead to equalization 
of factor prices. For the sake of brevity no illustration is given. 

Case V. Up to now we have dealt with two cases of international 
trade: differences in factor endowment and differences in demand con- 
ditions. A third cause for trade remains: increasing returns to scale 
(decreasing costs). Models can, of course, be constructed even for this 
case, but to do so here would require a discussion of a great many possi- 
bilities (monopsony in the domestic factor markets, bilateral monopolies 
in the international market, etc.). One general conclusion must be 
mentioned, however: complete geographical specialization will often 
result from increasing returns to scale and it is especially possible for 
factor prices to differ between countries. The significance of this point 
will become clearer in Section IT. 


II. More Complex Cases Where the Number of Factors Differs 
from the Number of Products 


Before we proceed to more complex situations, it will be useful to 
analyze the implications of the two-country, two-commodity model a 
little more closely. As we shall see, such analysis will facilitate the treat- 
ment of the more complex situations. Going back to the original set of 
equations, we can without specifying the countries rewrite (3) as fol- 
lows: 


Ry 


7. b) (Ry 


(In (3) the price terms in (7) cancel out.) 

The economic interpretation of the equations is a simple one: assum- 
ing perfect competition and perfect domestic mobility of the factors, 
we know that the marginal value productivities of each factor must be 
the same, within each country, in the two fields of production. We still 
have to prove, however, that r,=R x and r,=Ry. Remembering that 
the marginal physical productivities depend solely on the ratio in which 
the factors are combined and that the production functions are identical 


§ See on this point Bertil Ohlin, Interregional and International Trade (Cambridge, Mass., 
1933), passim 
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for the same commodities, it can easily be shown that relative and abso- 
lute factor prices will be equal. Since we assume the goods differ in their 
factor intensities, and since commodity prices are equalized through 
trade, it is clear that the two conditions cannot be satisfied unless the 
same methods of production are used in both countries. The same factor 
ratios imply, however, the same marginal physical productivities and 
hence the same marginal value productivities, 7.e., factor prices. 

Mathematically, what we have done is to couple two systems. The 
points of contact of the systems are, first, uniform commodity prices 
and, secondly, identical production functions. By concentrating his at- 
tention on the points of contact, Samuelson was able to establish his 
theorem about factor prices without explicitly including other parts of 
the equation systems that appear in our more general approach. Mathe- 
matically, it is now clear why factor prices may not be equalized under 
complete specialization. In this case, one of the ties between the econ- 
omies has been broken since the same methods of production are not 
used in both countries, and our argument in connection with equations 
(7) no longer applies. The production and price pattern is, of course, still 
determinate. 

I turn next to the complications that arise when the number of coun- 
tries, commodities, and factors increases. 

1. Adding more countries does not affect the analysis significantly. For 
each new country we can add a number of equations that equals the 
new variables and the general line of argument will be the same as be- 
fore. As to the specific question of factor prices we can quote Tinbergen: 
“Evidently the equalization of factor prices will only exist as long as 
not one of the countries is forced—by its data in connection with those 
of the production functions and the price ratio—-to specialize. Of course 
this becomes increasingly improbable as the number of countries in- 
creases, and in particular as the range of their population density 
widens.’’? 

2. The problem of adding the same number of commodities and factors 
can be dealt with along the lines indicated above. Without going into a 
rigorous mathematical treatment in terms of the number of equations 
and unknowns, it can be stated that the number of contacts between 
the two systems is equal to the number of commodities plus the same 
number of factors. Commodity prices will, of course, be equalized. 
Whether the same holds true for factor prices will, as in the two- 
commodity, two-factor case, depend upon differences in factor endow- 
ment. As long as these differences are not sufficiently large to lead to 
specialization in one or more fields, factor prices will presumably be 
equalized. 


J. Tinbergen. op. cit., p. 44 


af 
+. 


552 THE AMERICAN ECONOMIC REVIEW 


3. The case where there are more factors than goods produced is some- 
what more complex. The presumption here is against an equalization 
of factor prices. From an economic viewpoint this makes good sense. 
Let us take a situation with two countries, two commodities and three 
factors of production. Let us further assume that the supply of two of 
the factors is the same in both countries, while it is different with respect 
to the third one. With commodity prices equalized by trade, it is easy 
to show that marginal physical productivities and hence factor re- 
muneration must be different in the two regions. Both countries can 
produce some of both goods, but because of differences in endowment 
the proportions in which the factors are combined in the two industries 
must differ. In other words, with equal relative commodity prices, but 
different marginal physical productivities, factor-price differentials will 
exist. Why could similar reasoning not be applied in the two-commodity, 
two-factor case? The answer is that in the latter case relative factor en- 
dowment, as we have seen above, can be changed up to a point without 
affecting either relative commodity prices or marginal productivities. 
Differences in factor endowment can to some extent be absorbed by 
producing the two commodities in different proportions, since we have 
assumed that the commodities differ with respect to factor intensity. 
It is thus the commodity substitution which prevents the differences 
in factor endowment from being reflected in differences in marginal 
productivities. As has been pointed out repeatedly such a result holds 
true only up to a point; when the factor endowment varies considerably 
between regions, complete specialization will occur and the theorem no 
longer applies. 

Mathematically, to return to the present case, the points of contact 
between the two systems are not sufficient to guarantee equal factor 
prices. It does not follow, of course, that the production and price pat- 
tern is indeterminate. The number of equations for the two systems is 
sufficient to determine the values of the unknowns, including factor 
prices. The important point, however, is that the equations that deter- 
mine factor prices are no longer the same for the two countries. As a 
consequence their values need not be the same. 

4. The last case to be dealt with is one of more goods than factors. In 
dealing with this situation, Tinbergen concludes: “If the number of 
factors is smaller than the number of products, specialization is always 
necessary and this no longer warrants the equality of factor prices.’?® 
This conclusion does not seem justified. Neither the mathematics of the 
case nor economic common sense supports the view that a factor-price 
differential must then exist. That real wages of resources may be equal- 
ized even in this case can be seen from the following argument: Let us 
assume that the number of commodities is 2 and the number of factors 


1 Tbid., p. 47. 
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is m where n>m. As long as the two regions are sufficiently close to- 
gether in factor endowment, the number of commodities produced in 
common will clearly be great. If this number of goods is at least equal 
to m, the number of factors, the two systems will, on being coupled, have 
a sufficient number of contacts to bring about complete factor-price 
equalization. On the other hand, if the number of commodities produced 
in common is less than m, factor prices will be different. In this last case, 
the number of common equations (of type (7)) is not sufficient to 
guarantee an equalization of factor prices. 

So much for the mathematics of the problem. As to the economics 
of the case, it stands to reason that a large number of commodities, 
especially if they differ as to factor intensity, are more likely to “ab- 
sorb” diiierences in factor supply than a small number (large and small 
is here related to the number of factors, #.e., we are comparing m with 
m). To express it another way, adding more commodities than factors 
reduces the probability of extensive specialization and hence increases 
the probability of factor-price equalization. 

In conclusion, a few words must be said about the production pat- 
tern that results in the case where the opening up of trade leads to the 
elimination of previous factor-price differentials. Since factor prices are 
the same in the two countries and the production functions ex hypothesi 
are identical, unit costs will be constant and uniform, which means, in 
turn, that the production and trade pattern is not determinate. This 
indeterminacy is, however, without economic relevance. Since cost 
conditions are uniform, it is a matter of indifference which country 
produces what commodities. The resulting trade balance must, of 
course, be in equilibrium, but there is an infinite number of ways in 
which that balance can be brought about without affecting the con- 
sumption pattern in the two countries. 

Since this last case is harder to visualize than the previous ones, let us 
illustrate the point by taking a simple model with three commodities 
and two factors. Going back to Case I in Section I, let us assume that a 
new commodity is introduced for which the production function in both 
countries is g; =x;)/*y,'/*. Let us furthermore assume that a concomitant 
change takes place on the demand side. In both countries the consumers 
now spend respectively five-eighths, one-eighth, and two-cighths of their 
incomes on the three commodites. Total factor supplies as well as the 
production functions for the other commodities remain the same as in 
Case I. The world production of the new commodity can now be under- 
taken, without any change in either ~;, 2 or factor prices. The third 
commodity price can also be computed from our knowledge of the 
prices of the factors and the production function. In this case p;= 2. In 
other words, within a certain range the price of this commodity will be 
determined by constant cost conditions rather than demand. 
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For each country the available supply of factors determines, with 
given factor prices, the upper limit for the production of the new com- 
modity.!! For Country I we find that g;$40, while for Country II the 
corresponding limit is Q; £60. Once these limits have been found we can 
determine, for each g;, the corresponding combinations of g; and q2 (and 
similarly for the Q’s). In our illustration g,=200—q;, g.=40—q;, 
O, =100—Q;, and Q.=60—(Q;. We can now construct Table IV show- 
ing ditferent regional allocations of the same world output in which 
three alternative patterns, chosen at random, are shown. 


TaBLe Ovutrpvut or Tourer ComMopitirs 


“ommodity 2 


‘ountry I 
‘ountry II 


‘ountry 
‘ountry 


‘ountry I 
‘ountry II 


III. Significance of the Analysis 

The main theme of this paper has been the conditions under which 
international trade may lead to an elimination of factor-price differ- 
entials. In the simple two-factor two-commodity case we have seen 
that trade may lead to complete equalization of factor prices provided 
that regional differences with respect to resources are not so great as to 
lead to complete specialization. This conclusion is not affected by the 
number of countries considered, even if it must be admitted that the 
presumption of non-specialization becomes weaker as the number of 


"Tn our example these limits are determined by the following equations: 
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regions increases. Similarly, we have seen that adding the same number 
of commodities and factors will not affect the principal theorem unless 
regional differences are sufficiently large to lead to specialization in one 
or more fields. On the other hand, in cases where there are more factors 
than goods it has been shown that the presumption is against an equali- 
zation of factor prices. In the terminology of this paper, the points of 
contact between the two systems are not sufficient to guarantee equal 
factor prices. Finally, in the case where the number of goods exceeds 
the number of factors the outcome will once more depend upon the 
degree of specialization. Whenever the countries are sufficiently close 
together in factor endowment to make the number of commodities 
produced in common at least equal to the number of factors, the two 
systems will, on being coupled, have a sufficient number of contacts to 
bring about complete factor-price equalization. 

The treatment has throughout been purely analytical, that is, we 
have worked out the logical implications of certain postulated assump- 
tions. As in all model building it has been necessary to make certain 
simplifying assumptions; the decisive issue is, however, whether these 
simplifications are of such a nature as to vitiate the importance of the 
conclusions drawn from the analysis. The mere fact that persistent 
differences exist between countries in spite of commodity trade and 
some international mobility of factors does not invalidate the theorem. 
As has been pointed out, regional differences in the supply of productive 
resources may be too great for trade to lead to an equalization of factor 
prices. Similarly, economies of scale are apt to lead to complete speciali- 
zation in which case the theorem does not apply. 

While it is possible that the two qualifications just mentioned may 
be sufficient to account for existing price differentials, it is nevertheless 
important to look at some of the premises on which the theorem is based: 

(1) We have assumed perfect commodity mobility in our models. In 
reality costs of transportation and artificial trade barriers break up the 
world market. As a consequence, commodity prices are not equalized 
and our previous conclusions must of course be modified correspond- 
ingly. 

(2) Neither is our implicit assumption about perfect price flexibility 
necessarily in accordance with reality. The existence of rigidities in the 
factor markets modifies our results in an obvious fashion. 

(3) The next comment relates to an assumption about factor in- 
tensities which has not been made explicit so far. In the previous 
analysis we have throughout assumed that even if factor intensities do 
change as a result of trade, they do not change to such a degree that we 
get a complete switch. For example, a commodity which is labor in- 
tensive in a closed economy does not become capital intensive when 
trade opens up. It can be shown that should such a switch take place 
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the theorem no longer applies.’* While it must be admitted that this 
constitutes a restrictive condition, it does not seem to be very im- 
portant on empirical grounds. 

(4) Of much greater significance is another of our premises: that the 
production functions in the trading countries are identical for the same 
commodities. If we write a production function in the general form 


q = Ax, eee xn™, 


where A denotes a constant and the x’s are inputs, we see that regional 
differences in production functions can arise in various ways. The A’s 
may vary from country to country, indicating a different position of the 
isoquants that, in turn, may be traced back to differences in productive 
conditions such as technical know-how or climate.” 

Secondly, the a’s may, for the same x’s, be different, again reflecting 
differences in productive conditions. Finally, differences in production 
functions can be interpreted to mean that the collection of x’s is not 
the same in the trading countries. It should perhaps be stressed in this 
connection that the same production function can be written in different 
ways. For example, if humidity is important in certain fields of produc- 
tion, that fact might be taken care of by including humidity among 
the x’s with a specific and presumably different value for each country. 
In that case the general form of the functions would everywhere be 
identical for the same commodity, but for the same combinations of 
other factors the actual output would of course differ according to the 
presence or absence of humidity. Alternatively, we may choose not to 
include humidity among the x’s. As a consequence, production func- 
tions will no longer be identical. The fact that productive conditions 
vary will now be expressed in different values for the A’s and a’s. 

While this interpretation is quite clear, literary expositions of the 
theory of international trade have tended to lump productive resources 
into a few broad categories. Needless to say, prices of factors in such 
broad categories will not behave in the way described in this paper. On 
the other hand, if factors are defined finely (as they should be) accord- 
ing to the criterion of substitutability, a reduction in the number of 
commensurable factors is likely to result. 

What if we relax the assumption of identical production functions? 
Can anything then be said, in general, about the relationship between 
international trade and factor prices? The answers to these questions 

2 See A. P. Lerner, of. cit. Recently this point has been greatly emphasized by S. F. James 


and I. F. Pearce, “The Factor Price Equalization Myth,” Rev. Econ. Stud., Vol. XIX, 
(1950-51, No. 2), pp. 111-120. 

3 See on this point Samuelson’s distinction between two senses that may be given to the 
term “factor of production”: (a) a concrete input and (b) a condition which has a bearing 
upon production but which is not an input such that the more we use of it, the less there is 
left. P. A. Samuelson, “International Trade and Equalization of Factor Prices,” Section XI. 
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are quite simple. Equations (7) and the subsequent argument do not 
apply to this new case. For those factors that are found in all the 
trading countries—and it is of course only such factors we are in- 
terested in here—no necessity exists for prices to be equalized. Com- 
modity prices will be the same, but marginal physical productivities 
will vary according to the different forms of the production functions. 
It follows that marginal value productivities, that is, factor prices, will 
not be equalized. This argument is independent of the various inter- 
pretations we can give to our new assumption of different production 
functions. In terms of our analysis in Section II we can say that the 
number of equations our countries have in common—the number of 
contacts—is insufficient to guarantee price equalization for commen- 
surable factors. Special cases may be constructed where it is possible to 
be more definite, and where, for instance, it can be said that commen- 
surable factors have a tendency to receive equal returns. In view of the 
limited applicability of such cases, however, it does not seem useful to 
pursue the subject any further here.” 

In spite of the ambiguity that arises in cases of nonidentical produc- 
tion functions, the theorem is of some significance. The line of thinking 
that goes back to Heckscher and Ohlin, and has recently been developed 
by Samuelson, has contributed to our understanding of the relationships 
between international trade and the relative returns to factors in the 
trading countries. It is important, of course, to keep clearly in mind the 
various simplifying premises on which the analysis is based, but in this 
respect it is not different from any other piece of analytical reasoning. 
To complete the story it would be necessary to examine the empirical 
validity of the assumptions before the theoretical argument can be 
applied to actual country situations. Prior to such an investigation itis, 
however, essential to have a theoretical model which states what data 
are to be secured and also how they can be combined within the frame- 
work of the model. It is with these latter problems that this paper has 
dealt. 


“Tn classical models, say in Ricardo, the starting point is also cost differences, hut it is not 
quite clear what conditions give rise to divergent ratios. At least two alternative explanations 
are possible. In the first place, Ricardian “labor” may actually not be commensurable in the 
trading countries and hence not have the same productivity in different fields. A second possi- 
ble explanation is that the Ricardian analysis, even if it is in terms of labor, nonetheless implies 
the existence of other factors. As is well known, Ricardo often makes certain simplifying as- 
sumptions in order to eliminate the influence of land and capital. For our purpose the most 
important ones are (1) that labor and capital are employed in the same proportion in all fields; 
and (2) that the relevant cost ratios are determined on the margin of no-rent land. Leaving 
out the possibility, just discussed, that labor is not commensurable, and accepting Ricardo’s 
simplifying assumptions for the sake of the argument, regional differences in cost ratios can 
only result from regional differences in production functions or from different positions of the 
no-rent margin. Not all of this is, of course, stated explicitly in Ricardo, but the conclusion 
seems inevitable within the framework of his analysis. 
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A NOTE ON MULTI-COUNTRY TRADE’ 


By Gary S. BECKER* 


Extensions of the classical international trade models from two coun- 
tries and two commodities to many countries and many commodities 
have recently been attempted. The work of Frank Graham is well 
known.’ Stimulated by Graham’s work, Elliott® has developed a geo- 
metrical model—under the assumption of constant costs—in order to 
discuss the case of two countries trading in many commodities. 

The geometrical models hitherto employed have been restricted to 
two countries. Some opinion appears to exist that a simple geometrical 
model for discussing multi-country trade is not possible.* The purpose 
of this note is to develop a geometrical model for discussing multi- 
country trade with two commodities. This is done via a natural gen- 
eralization of the Marshall-Edgeworth reciprocal demand technique 
(which has been employed for two countries). We shall proceed from 
a model with the simplifying assumption of constant opportunity costs 
to a model with general cost (and utility) assumptions. This involves 
an extension of the opportunity cost analysis to many countries. One 
application of our technique will be a rigorous derivation of the offer 
curve “of the rest of the world.” Free competition, no transportation 
costs and a constant level of resource employment will be assumed 
throughout. In Sections I and II we assume constant opportunity costs 
in each country. 


I 


The discussions of Marshall and Edgeworth consisted, to a large 
extent, in the interpretation of diagrams similar to the one shown in 
Figure 1. Along the horizontal axis we measure units of commodity b, 


* The author is a graduate student at the University of Chicago. 

*This note is taken from a larger essay originally submitted as a senior thesis in the 
department of economics and social institutions of Princeton University. The author has 
benefited from the comments of several members of the economics departments of Princeton 
and the University of Chicago. 

*His final effort was The Theory of International Values (Princeton, 1948). 

*G. A. Elliott, “The Theory of International Values,” Jour. Pol. Econ., Vol. LVIII, No. 
1 (1950), pp. 16-30. 

For example, Metzler said, “I suspect . . . that the reciprocal demand technique breaks 
down when the number of countries exceeds two.” See L. Metzler, “Graham’s Theory 
of International Values,” Am. Econ. Rev., Vol. 40 (June, 1950), p. 315. 
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and along the vertical axis units of commodity c. A exports b and im- 
ports c. C exports c and imports b. OC is the reciprocal demand curve 
of C and OA is the reciprocal demand curve of A. The slope of OA’ 
measures the number of units of c that must be given up in A to obtain 
one unit of b. The slope of OC’ has a like interpretation for C. The 
barter rate of exchange of units of c for units of b is measured by slopes 
of lines through the origin. OR’ is the equilibrium amount of c con- 
sumed in A in the absence of any possibility of international trade.” 
Therefore, A is willing® to import up to OR’ of c at a barter exchange 
rate equal to its opportunity cost ratio. But it demands better terms 
as an inducement to import larger quantities of c. OD’ is the equilib- 
rium amount of b consumed in C in the absence of international trade. 
Therefore, C is willing to import up to OD’ of b at an exchange rate 
equal to its opportunity cost ratio. But it demands better terms as an 
inducement to import larger quantities of b. Long-run equilibrium is 
at P. At a price ratio measured by the slope of OP, supply of both com- 
modities equals the demand for these commodities. 

We shall now show that a generalization enables us to deal with trade 
in two commodities conducted by many countries. Let us suppose only 
three countries A, B and C. There are two commodities, b and c. In A, 
assume that c can be transformed into b at the constant rate of le = 7b. 
In B, let lc = 5b. InC, let le = 3b. 

It is apparent that the world equilibrium rate of exchange is re- 
stricted to the interval 3b < 1c < 7b. For if 1c > 7b, then all countries 
can maximize their advantage from trade by completely specializing 
in c. This, therefore, cannot be an equilibrium position. If lc < 3b, 
then all countries will desire to specialize completely in b. This too is 
impossible. It further follows that in the open interval 3b < 1c < 7b, 
A will completely specialize in b, and C will completely specialize in c. 
Our first problem is to determine which commodity (commodities) B 
will produce: if lc < 5b, B will specialize completely in b. If 1c > 5b, 
B will specialize completely in c. If lc = 5b, B will, in general, produce 
both commodities. 

We approach the solution to this problem in the following manner: 
Treating the equilibrium exchange rate as a parameter, let us suppose 
that it lies in the open interval 5b < 1c < 7b. Then B and C will special- 
ize in c, and A will specialize in b. A will buy indiscriminately from B 
and C. B does not trade with C since they are exporting the same com- 
modity, c. Both B and C will buy b from A. Since B and C do not trade 
with each other, it is possible to combine the reciprocal demand’ 


*See J. Viner, Studies in the Theory of International Trade (Harper, 1937), pp. 546-48 
*We of course mean that individuals in A are willing. . . . 


"In this paper, we use the words “offer curve,” “reciprocal demand curve” and “supply 
demand curve” interchangeably 
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schedules of B and C into one aggregate reciprocal demand schedule. 
At any given price ratio we add to the maximum amount of c desired 
to be exported from B, the maximum amount of c desired to be exported 
from C. And at this ratio, we add to the amount of b desired to be im- 
ported by B, the amount of b desired to be imported by C. We do this 
for all price ratios. If now we transform these schedules into curves, 


we have an offer curve which represents countries B and C with their 
international transactions combined (see Figure 2). OC is the offer 
curve of C, OB is the offer curve of B, and OHEFG is the offer curve 
of countries B + C.° 

We shall now employ our construction to obtain some interesting 
results. First, we shall show that whether or not B exports c (7.¢., 5b < 
lc < 7b) is independent of all non-cost factors in B (e.g., tastes, size), 
and is completely determined by the cost and utility conditions of A 
and C, and the cost conditions of B. 

In Figure 1, A and C are the only countries in the world, and long- 
run equilibrium takes place at P. Now we introduce B. Then if OP 
has a slope less than the opportunity cost ratio in B (equal to 1/5), B 
will either specialize completely in c (and therefore export this good) 
or produce both c and b, and export (if any) c.* Let us consider Figure 
3. OC is the reciprocal demand curve of C, OA is the reciprocal de- 
mand curve of A, and OB’ represents the opportunity cost ratio in B. 

*This geometry is somewhat different from that employed in the usual addition of 
domestic supply or demand curves, since on a Marshall-Edgeworth diagram relative price 
is measured by the slope of straight lines through the origin. However, if we use Viner’s 
“terms of trade” diagram (Viner, op. cit., pp. 538-48), then we have the usual addition. 


*The following assumes we are dealing with offer curves of the usual shape, or we con- 
fine our attention to the section of more general curves where the usual shape exists. 


560 
’ 
/ 3B 
/ 
/ 
/ 
/ 4 
/ 

/ 

G 

/ / 

/ A / F 
/ / 
/ 
P / 
H 
B 
t 
— 


BECKER: A NOTE ON MULTI-COUNTRY TRADE 561 


Ficurr 3 Ficure 4 


ODEFG is the combined offer curve of B and C, under the assumption, 
of course, that they both produce c. Since by assumption OP lies to 
the right of OB’, it follows that ODEFG must intersect OA in some 
point P’. This point P’ must either be on OB’ or on a line to the right 
of OB’. (It will lie on OB’ if the equilibrium amount of b consumed by 
B in isolation, i.e. E’F’, is greater than or equal to E’J’.) It follows 
that P’ measures a possible position of long-run equilibrium for all three 
countries. For our explicit assumption in constructing ODEFG was that 
either B completely specialized in C, or that B produced both com- 
modities but exported c. It is apparent from Figure 3 that at the re- 
sulting equilibrium exchange rate, B completely specializes in c. At a 
price measured by the slope of OP’, A will export OQ’ of b, and import 
P’Q’ of c. C will export RR’ of c, and import OR’ of b. B will export 
P’Q of c, and import RQ of b. 

It remains to show that P’ is the on/y point of equilibrium, #.e., it is 
unique. This is equivalent for our purposes to showing that an equilib- 
rium cannot be obtained when B specializes completely in b, or when B 
produces both c and b, but exports b. These are precisely the conditions 
for which it would be admissible to “add” the offer curves of B and 
A. The aggregate curve resulting from this addition is given by OHJKL, 
where KK’ is the equilibrium amount of c consumed by B in isolation."° 


"Thus from a knowledge of both E’F’ and KK’ we obtain a crude estimate of the 
utility function of B, and a picture of the productive size of B 
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It is obvious that OHJ KL cannot intersect OC at a point on a line from 
the origin which lies to the left of (or on) OB’, since it already intersects 
OC at P, and if OC has the expected shape, it will not intersect OC 
again. But this"’ is a necessary and sulflicient condition for B either to 
specialize completely in b or to produce both goods while exporting b. 
We now observe that OB’ is determined by the cost conditions in B, 
and P is determined by the cost and demand conditions in A and C. 

Second, if the opportunity costs in A, B and C and the supply-demand 
conditions in A and C are such that P lies on OB’ (see Figure 3), then 
the long-run equilibrium rate of exchange between c and b is equal to 
the slope of OB’. B will not engage in international trade. The equi- 
librium in B is the same in this case as the one that it attained in the 
isolated state: i.e. (irom above) it consumes E’F’ of b and KK’ of c. 

Third, given two “extreme” countries A and C, and a third country B 
with a given “set of wants,” then for each of these two countries A and C, 
the greater the disparity between the cost structure in their own country 
and the cost structure in the third (“middle”) country B, the better off 
they will be. This follows from common-sense considerations and from 
the above analysis: for let the reciprocal demand curves of A and C 
intersect in P. Then as far as A is concerned, it would prefer to have B 
export large quantities of the same commodity as C and thus change 
the terms of trade in a direction favorable to A. But the likelihood that 
B will export large quantities of the same commodity as C is increased 
(as we have seen above) the further apart are the opportunity cost lines 
representing A and B respectively.’* Similar considerations exist for C. 
The “middle” country B will, ceteris paribus, prefer to exist with one 
relatively large and one relatively small country, with the large country 
having costs very different from its own. The reader can easily show 
this. 

Let us now deal briefly with four countries, A, B, C, and D. Assume 
the general cost pattern of Figure 4. Three possibilities exist: (1) A, 
B and C all export b, while D is the sole exporter of c. In such a case, 
the long-run equilibrium point must lie in the closed region bounded by 
the lines OD’ and OC’. This situation will occur if D is very large rela- 
tive to A, B and C. (2) B, C and D all export c, while A is the sole 
exporter of b. In this case the long-run equilibrium point will lie in the 
closed region bounded by the lines OB’ and OA’. This occurs if A is 
very large relative to B, C and D. (3) C and D both export c, and A 


“Te. the intersection of OHJKL with OC on a line to the left of (or on) OB’. 

* We see that A can be made better off by the introduction of a third country B, since 
both the terms of trade can become more favorable, and A’s total amount of trade can 
increase. This is not to be confused with the tariff arguments for bettering one’s terms of 
trade, since the tariff usually decreases the total volume of trade of the levying country 
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and B both export b. In this situation the equilibrium point must lie 
in the closed region bounded by OC’ and OB’. Case (3) is shown in 
Figure 4. OD is the offer curve of D, OA is the offer curve of A, 
OJKLM is the combined offer curve of D and C, OEFGH is the com- 
bined offer curve of A and B, P is the equilibrium point indicating the 
total amount imported and exported in the world at the equilibrium 
price ratio given by the slope of OP. As to be expected, we do not know 
from the figure alone, the amount of c A and B import from C and the 
amount they import from D. Likewise for the imports of b by C and 
D. However, the distribution of exports of b between A and B, and of 
exports of c between C and D is rigorously determined by each of their 


FIGURE 5 


offer curves. Observe further that (1), (2) and (3) are the only pos- 
sibilities in the four-country model. Note finally that ene and only one 
of these possibilities will determine an equilibrium position. 

Now assume N countries, A, B,... Y, Z. An infinity of theoretical 
possibilities exist for the distribution of cost conditions among these 
countries. If we assume different cost conditions in these countries, the 
cb plane will be covered by a large number of straight lines (see Figure 
5). If c represents agricultural goods and b represents industrial goods, 
then we may say that A and B are highly industrial countries; Y and Z 
are highly agricultural countries. These countries will continue to 
specialize in a given commodity’ for most of the admissible terms of 
trade. 

Given the offer curves of all countries we can proceed by trial and 
error to find the long-run equilibrium position. Easily established exist- 


* For A and B gond b; for ¥ and Z good c. 
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ence and uniqueness theorems assure us that one and only one such 
position exists. By straightforward generalization from the three- and 
four-country models we know that N-1 possibilities exist (in the sense 
of which countries export which goods). The determination of this 
equilibrium point can be shown by Figure 5. O2 represents the aggre- 
gate reciprocal demand curve of all countries exporting c, and Oz rep- 
resents the aggregate reciprocal demand curve of all countries exporting 
b. Both of these offer curves are composed ef various curvilinear and 
rectilinear sections. Equilibrium takes place at P, at a price ratio meas- 
ured by the slope of OP.** 

Note the following: 

1. In general each country will import from many other countries 
and will export to many other countries. With no one country need its 
payments and receipts be balanced. Hence we have (in this limited 
sense) multilateral trade. Of course, from our diagram we can only 
determine the total quantity of exports and imports of any country, and 
not the distribution of exports and imports among other countries. 

2. Again it follows that a given country would prefer to have the cost 
lines of other countries situated far to the left (or right) of its own op- 
portunity cost line. When this occurs, the terms of trade will be more 
favorable than otherwise. This implies that the relative position of a 
country’s opportunity cost line is as important a determinant of its 
terms of trade as its relative size. 


II 


As an application of our technique, we now proceed to a rigorous 
derivation of the offer curve “of the rest of the world.” This concept 
has often been employed in the international trade literature, although 
(to a large extent) an explicit derivation has been lacking. Consistent 
with the spirit which motivated the use of reciprocal demand curves, the 
construction which follows will imply the working out of forces in gen- 
eral equilibrium fashion. 

Assume that at all admissible rates of exchange A exports b (i.e., A 


“There is an interesting relation between Elliott's results (based on two-country trade 
with many commodities) and our results (based on two-commodity trade with many coun- 
tries). Elliott derives an offer curve for a single country which has a symmetry with our 
combined offer curves. A section of infinite elasticity on Elliott’s curve is due to the given 
country being indifferent whether to import or export at least one (of the many) com- 
modity. On our combined curves, a section of infinite elasticity is due to at least one (of 
the many) country being indifferent whether to import or export a given commodity. As 
we change the terms of trade, further sections of infinite elasticity are introduced; on 
Elliott’s curve due to the given country being indifferent between the import and export 
of other commodities, on ours due to other countries being indifferent between export and 
import of the given commodity. 


\ \ \ . 
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is an “extreme” cost country). Suppose that the world equilibrium rate 
of exchange has been obtained. At this equilibrium rate, one can find 
the difference between the total amount of b demanded, and the total 
amount of b supplied by countries other than A. We can also find at this 
rate the difference between the amount of c supplied, and the amount 
of c demanded by all countries other than A. We can do this for all 
terms of trade. We must remember, however, that when the terms of 
trade deviate appreciably from the equilibrium rate some countries 
which exported one of the commodities at the equilibrium rate will ex- 
port the other commodity at this new rate, i.c., the commodity which a 


c 


FIGURE 6 


given country exports depends on the terms of trade obtainable. Of 
course, this must be taken into account in our construction. The excess 
demand-excess supply curve with which we end up is the true offer 
curve of “the rest of the world.” It shows the met amount offered and 
supplied of commodities c and b, respectively, by all other countries. 
The curve is shown in Figure 6. The offer curve of A intersects the 
rest of the world’s offer curve at a price ratio measured by the slope of 
OP. Our method of construction assures us that the price ratio meas- 
ured by the slope of OP is the world equilibrium price ratio. 

Notice the lack of symmetry. The offer curve of the rest of the world 
is necessarily composed of many curvilinear and rectilinear sections,’° 


* By “rectilinear section” we mean a segment of a straight line which passes through the 
origin. The length of the rectilinear section associated with a country is determined by the 
productive size of that country. Indeed, the b coordinate for any such rectilinear section is 
the maximum amount of b that can be produced by the country in question when specializ- 
ing completely in b. Likewise for c. The proofs are quite easy. 


A 
> 
Rw 
Rw 


566 THE AMERICAN ECONOMIC REVIEV 


while the offer curve of a single country has (under ordinary demand 
conditions) only one rectilinear section.’ Further, to get a complete 
picture of the offer curve of the rest of the world, the third quadrant 
must also be introduced. 

The rest of the world’s offer curve clearly embodies utility and cost 
conditions of all the other countries in the world. Observe also that the 
rest of the world’s offer curve is apt to be very elastic; and, ceteris 
paribus, the greater the number of individual cost lines, the more elastic 
it will be. Loosely, we may say that the more countries there are, the 
more elastic this offer curve will be. This large elasticity is principally 
a consequence of the fact that the commodity produced in and exported 
from a country depends on the terms of trade: as the terms of trade 
deviate from the equilibrium terms of trade in favor of countries al- 
ready exporting b, some countries which exported c at the latter terms 
of trade will now export b, etc. In our construction of the excess de- 
mand-excess supply curve, this is accounted for. 

If A’s offer curve shifts as shown in Figure 6, then, due to the large 
elasticity of ORW, no change or only a small change will occur in the 
terms of trade. There will be no change if OA and OA’ intersect ORW 
on the same rectilinear section, 7.e., if one or more countries are initially 
producing both commodities and therefore can alter their production 
without loss to compensate for A’s changed demand. The factor limit- 
ing the magnitude of the change in the terms of trade is that it will often 
happen that a small change in the terms of trade will induce some coun- 
tries to change their export commodity. 

We could construct a rest-of-the-world diagram to discuss any coun- 
try, no matter where it is located in the cost structure. We shall, how- 
ever, omit this. 

In the usual discussions of the rest-of-the-world diagrams there is 
no explicit construction of the offer curve of the rest of the world. The 
elasticity and shape of the curve have not been drawn correctly.” 
Further, there seems to be an inconsistency in assuming that on the one 
hand we are a small country imbedded in a large world, and on the 
other hand we can appreciably affect the terms of trade by “normal” 
shifts in our demand. 

Ill 

As a further generalization of our technique we shall now proceed to 
show that situations of variable opportunity costs can be treated in 
almost exactly the same manner as constant opportunity costs. Hence 

* The number of rectilinear sections in the rest of the world’s offer curve does not neces- 
sarily represent the number of countries in the rest of the world, since countries may have 
the same opportunity costs. But it is a good approximation. y 


* Unless we assume (as an idealization) that there is an infinite number of countries. 
See below, p. 568. 
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with minor and obvious changes, a// of the analysis in I and I can be 
applied to situations of variable opportunity costs. Thus we hope to 
synthesize the general opportunity cost analysis with the multi-country 
analysis and simultaneously to answer those critics who justly objected 
to the assumption of constant opportunity costs in (say) Graham’s 
discussions, and to the assumption of two countries in the usual op- 
portunity cost discussions.”* 

With increasing opportunity costs, a country will produce both com- 
modities in equilibrium situations. It is quite obvious that there exists 


| 


FIGURE 7 

a rate of exchange at which the international equilibrium for this coun- 
try is equal to the domestic equilibrium, i.¢., at this exchange rate the 
country neither imports nor exports.’’ Let us call this the “no trade 
rate.” For all rates of exchange at which the relative price of c is higher 
than at this exchange rate the country will export c—although it pro- 
duces both commodities. For all exchange rates at which the relative 
price of c is lower than at the “no trade rate,” it will export b—although 
producing both commodities. Thus the offer curve of this country will 
be in the first and third quadrants. This curve will be tangent at the 
origin to its “no trade line” through the origin. In one price interval, it 
exports ¢ and imports b, and in another price interval, it exports b and 
imports c. 

On account of the differences in cost and utility conditions among 
different countries, this “no trade rate” will usually be different for 


"As Metzler observed (op. cit., p. 317), “. .. in practical applications . . . the product 
substitution approach has thus far been limited largely to the case of two commodities and 


” 


two countries... .” 


* See, for example, W. W. Leontief, “The Use of Indifference Curves in the Analysis of 
Foreign Trade,” Quart. Jour. Econ., Vol. XLVII (May, 1933), pp. 493-503. He employs 
community indifference curves to show this. But it is obviously true. even without thi- 
issumption 


| 
| 
| / 8 
/ 
| | A 
/ 
|G 
Y7_— 


568 THE AMERICAN ECONOMIC REVIEYV 


different countries, i.e., the “no trade lines” will have different slopes 
for different countries. What is fundamental: these “‘no trade lines” can 
play almost exactly the same rdle in our theory as the opportunity cost 
lines played. Thus for both types of lines and for all relative price lines 
to the left of these lines, the country in question will export b and 
import c. And for price lines to the right of these lines, the country in 
question will export c and import b. 

To emphasize the similarity we shall now consider the three-country 
case when all countries A, B and C produce under conditions of increas- 
ing opportunity cost. We have the diagram in Figure 7 (page 567). OC’ 
is the no trade line of C; similarly for OB’ and OA’. OA is the reciprocal 
demand curve of A; OC is the reciprocal demand curve of C. These 
curves intersect at P which is a point on a line OP that is to the right of 
OB’. As in Section I, this means that B will be an exporter of c. The 
reciprocal demand curve representing both B and C is given by OEF. 
The total amount traded is given by the coordinates of P’; the equilib- 
rium price ratio is equal to the slope of the line from the origin passing 
through P’. Thus once more we have the “extreme’’*’ countries de- 
termining the export commodity of the “middle”*® country. It follows 
that if the reciprocal demand curves of the extreme countries intersect 
at a point on the no trade line of the middle country, the latter country 
will not engage in international trade. 

If we let the number of no trade lines increase indefinitely so that in 
the limit a region in the cb plane is completely covered with these lines, 
and if we construct the offer curve of the rest of the world which is 
relevant to, say, A, then this offer curve will have the smoothness and 
shape of the offer curves drawn by Edgeworth and Marshall.** Thus 
we see that a complete justification for the shape of the rest of the 
world offer curve as usually drawn is provided by assuming that there 
is an infinite number of countries and that there is continuous varia- 
tion in the no trade lines (i.e., cost and utility conditions) of these 
countries; a similar shape of the offer curve of the rest of the world 
is obtained in the constant cost case when the number of opportunity 
cost lines increases indefinitely so as to completely cover a region of 
the cb plane.” 

* In this case, the relative position of a country is determined by cost and utility con- 
ditions. 

™ See F. Y. Edgeworth, Papers Relating to Political Economy (London, 1923), Vol. II, 
and A. Marshall, Money Credit and Commerce, Appendix j. 

* This section shows that Graham's general position is not really dependent on the as- 
sumption of constant opportunity costs. However, our discussion seems to imply that some 
of the rigidity in Graham’s arithmetical models is due to assuming too few countries. 
Elliott (op. cit., pp. 22-25) has previously obtained the result that some of the rigidity in 
Graham's models is also due to assuming too few commodities. 
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A COMPARISON OF PRODUCTION DURING THE 
DEPRESSIONS OF 1873 AND 1929 


By Ira O. Scott, Jr.* 


I 


Much of the literature devoted to the subject of growth and economic 
progress seems to assume that depressions during the twentieth century 
have been in some sense more severe than those occurring during the 
nineteenth century. Despite this assumption, little attention has been 
given to the problem of actually comparing the severity of various busi- 
ness cycles. An exception appears in a note by A. Ross Eckler, “A 
Measure of the Severity of Depressions, 1873-1932.’" In the Eckler 
study, the severity of a given depression was assumed to be proportional 
to the percentage decline taking place between the trough and the pre- 
vious peak. Six annual series were made the basis of his comparison: 
railroad operating revenue, value of total merchandise imports, pig iron 
production, cotton consumption, coal production (anthracite and 
bituminous), and clearings for selected cities. Eckler’s findings for the 
three most severe depressions are given in Table I. 

Though the series included in his study are representative of impor- 
tant sectors of the economy, the results lack force due simply to the 


TABLE I.—EcKLer DATA ON THE SEVERITY OF DEPRESSIONS 


Average Percentage | Rank in 


| Decline* Severity 


1873-1878 
1920-1921 
1929-1932 


| 
' 


* These percentages are necessarily approximate, since they are taken from the histogram 
appearing op. cif., p. 77. 


*The author is a teaching fellow in economics at Harvard University. He wishes to 
acknowledge his indebtedness to Professor Duesenberry, who first suggested that this study 
be undertaken, and to both Professors Duesenberry and Fellner, who made many helpful 
suggestions for the improvement of this paper. Any errors are, of course, the author's sole 
responsibility. 

* Review of Economic Statistics, Vol. XV, No. 2 (May, 1933), pp. 75-81. For a com- 
parison of cyclical movements in seven time series (primarily financial) before and after 
1914, cf. A. F. Burns and W. C. Mitchell, Measuring Business Cycles (New York, N.B.E.R., 
1946), pp. 406, et. seq. 
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small number of series sampled. In addition, the duration of a cyclical 
decline should surely be included along with amplitude in any investi- 
gation designed to measure the severity of a depression. Finally, Eckler 
selected his highs and lows with reference to lines of trend, rather than 
basing them on the original data. The arbitrary element involved in 
trend elimination techniques is well known to students of business 
cycle analysis.* The choice of the method used to eliminate secular trend 
will affect the timing and number of cycles as well as their respective 
duration and amplitude. Moreover, the hypothesis under consideration 
is that twentieth century business cycles are more severe than those of 
the preceding century, the presumption being that any difference in 
severity stems from the influence of secular or long-run factors. It is 
precisely for this reason that no attempt should be made to remove the 
trend factor—that is, the raw data should not be manipulated in any 
way that might obscure the element of growth. 


II 


In order to shed more light upon the above premise, it was decided 
to attempt a comparison of the depressions beginning in 1873 and 
1929.° Since investment and income figures are not available on an an- 
nual basis for the earlier period, a number of secondary sources were 
examined in order to obtain the available physical product series. In 
addition, certain miscellaneous time series which manifest a high degree 
of cyclical sensitivity were included. Reference was made to a wide 
variety of primary sources in order to collect the corresponding data 
for the later period. 

For the purpose of this investigation, two measures of severity were 
computed, namely, duration and amplitude. The duration of a cycle is 
defined herein as the time in years required for production to regain 
its previous peak.* A measure of the amplitude was obtained by com- 
puting the ratio of the difference between the trough and previous peak 


* For a discussion of the problems of trend-cycle separation, cf. Edwin Frickey, Economic 
Fluctuations in the United States (Cambridge, Harvard University Press, 1942), Chap. 1. 

* The choice of the depression of 1873 as the depression in the nineteenth century of com- 
parable severity to the depression of 1929 for the twentieth century perhaps needs no 
justification. However, it is noteworthy that even contemporary analysts saw in this de- 
pression something novel in its severity. Cf. Samuel Rezneck, “Distress, Relief, and Dis- 
content in the United States During the Depression of 1873-78," Jour. Pol. Econ., Vol. 
LVIII, No. 6 (Dec., 1950), p. 496. 

For a description of the earlier period as one of progress rather than of depression, cf. 
H. L. Beales, “ ‘The Great Depression’ in Industry and Trade,” Econ. Hist. Rev., Vol. V, 
No. 1 (Oct., 1934), pp. 65-75. 

‘The alternative method of using a peak-to-peak measure was precluded by the impact 
of war and its aftermath in the later period 
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to the previous peak. Hence, the greater the ratio, the more severe the 
decline. If more than one trough of approximately the same level 
occurred during the decade of the cycle, that trough nearest the pre- 
vious peak was chosen as representative of the cyclical downswing. 

In order to facilitate making a comparison of fluctuations in the in- 
dividual series, a coe ficient of comparison was defined: 


where d¢. and r. represent the duration and ratio, respectively, of the 
earlier cycle, d: and r: the later cycle. 4 is greater than, equal to, or 
less than unity as the later depression is more severe, of equal severity, 
or less severe than the earlier depression.° If the duration and amplitude 
of the later cycle are both twice as great as the duration and amplitude 
of the earlier cycle, 7 = 2; or, by this measure, the later depression is 
twice as severe as the earlier depression. 

All findings are given in Table II below. 

The series are grouped under Agriculture, Fishing, Minerals and 
Power, Manufactures, Transportation, and Miscellaneous, the groups 
containing 34, 1, 16, 8, 12, and 3 series respectively. Although produc- 
tion series® are predominant in the survey, certain import and “con- 
sumption” series have been included because of the presumption of 
income sensitivity or because they reflect activity at a later stage of 
production. Imports are for the most part “‘net.’’ The consumption data 
refer to industrial utilization rather than household consumption. In 
the miscellaneous group, the postal series are included because of their 
high degree of cyclical sensitivity.’ 

In general, value figures have been omitted. This rule was adopted 
so that the data would represent, as nearly as possible, movements in 
real income. The only exceptions are the value of merchandise imports 

* The relation of n to unity may be gotten by inspection in most cases. Its particular 
usefulness arises in the event one depression is more severe with regard to, say, duration, 
but less severe with regard to the trough. Cf., e.g., item 24 in Table II. 

*The reader may wonder why some one of the available indices of building construction 
was not included. Cf. the building permit indices of Long and Newman in Historical Statis- 
tics of the United States, 1789-1945, Bureau of the Census, U.S.D.C. (Washington, 1949), 
pp. 172-173. Also cf. J. R. Riggleman, “Building Cycles in the United States, 1875-1932,” 
Jour. Am. Stat. Assoc., Vol. XXVIII, No. 182 (June, 1933), pp. 174-183. A serious difficulty 
with the use of these indices arises from the fact that earlier estimates are based on a small 
number of metropolitan centers and thus do not reflect sufficiently the expansion in the West. 


It was for this reason that indices of construction activity were omitted. For our purposes, 
nail production is probably the best index of building activity; cf. item 55 in Table IT. 


Cf. C. J. Bullock, B. Fox, and A. R. Eckler, “Postal Revenues and the Business Cycle,” 
Rev. Econ. Stat., Vol. X11, No. 2 (May, 1931), pp. 47-58. 


\ \\ \ ‘ 
dint 
9= 4/——») 
doro 


THE AMERICAN ECONOMIC REVIEV 


‘TABLE L1.—PRODUCTION IN THE UNITED STATES DURING THE DEPRESSIONS OF 
1873 AND 19298 


(a) (b) Coefficient 
of 
Commodity 1873—Trough | Duration, | 1929—Trough | Duration, | Comparison 
Years | Years din 
1873 1929 
Te de dere 
Agriculiure 
’ 1. Barley for grain 09° 2 -61° | 10 5.8 
la. Barley for grains! 34 52 12 
2. Buckwheat .20! 5 46 2.6 
3. Butter ose 2 02 2 0.6, 
4. Cattle on farms | 174 0 0 
5. Cheese | 03 2 -03° 3 1.2 
6. Cocoa imports 58! 3 -27 6 0.9 
7. Coffee imports | .03 2 4 3.1 
8. Corn 21% 3 4 1.2 
8a. Corn | 134 0 -03* 2 
9. Cotton 09 2 -06 2 0.8 
9a. Cotton! -02 2 .38 b 11.1 
10. Cotton consumption 09 2 31 8 3.7 
11. Cottonseed 4°? 2 2 0.8 
12. Cottonseed cake and meal | 3 3 2 
13. Cottonseed oil 34 0 .10 3 
14. Flaxseed 000° 1 10 
15. Hay, tame | sd 0 .16 6 
15a. Hay, tame 204 0 .03 2 « 
16. Jute imports | 41 7 68) 10 1.5 
17. Manila hemp imports 23 | 7 -67 12 2.2 
18. Molasses and sirup | .20! | 4 23 5 1.2 
19. Oats for grain | 17% 3 57* b 3.7, 
19a. Oats for grain! | 169 0 34 0 
20. Potatoes, Irish 04 4 .22 b 4.4 
20a. Potatoes, Irish! | 2 4 
21. Potatoes, sweet 09 3 16 2 
2ia. Potatoes, sweet! 3d 0 34 0 
22. Raisins 214 0 11 
23. Rice 0 -16° 
24. Rubber imports 5 .26 1.1 
25. Rye -O1 2 5 12.4) 
26. Silk imports, raw | 36) 4 : b 
27. Sisal imports } od 0 4 © 
28. Sugar, beet . 86 6 04 2 0.1 
29. Sugar, cane 39! 6 16 3 0.5 
30. Sugar consumption, raw 2a 0 -02 2 © 
31. Tobacco | 3 9 1.6 
32. Wheat for grain 13° 3 .10* 3 0.9 
32a. Wheat for grain’ | 24 | 2 .32 8 oo 
33. Wool 124 0 .05° 10 © 
34. Wool consumption .20* | 7 -22 4 0.8 
Fishing | | 
35. Mra kerel, Atlantic coast | 54° | 6 -60 b 1.6 
Minerals and Power 
36. Coal, anthracite 6 .33 
37. Coal, bituminous 1 4 42 b 3.4 
38. Copper 124 0 78 b 
39. Copper consumption 38 7 71 i 1.7 
40. Lead 104 0 
41. Lead, antimonial sd 0 .36 8 2 
42. Lead consumption | 16 4 59 12 3.3 
43. Mercury 13! 4 -61 9 3.2 
44. Petroleum 20° 3 -22 7 1.7 
45. Phosphate rock sd 0 58° 7 « 
46, Power from mineral fuels and 
water ll b 
47. Super-phosphate -11° 4 7 3.1 
48. Tin imports 13° 3 60 8 3.5 
49. Tin plate consumption 18 4 -41 6 1.8 
50. Zin 3d 0 12 
51. Zinc consumption | .09 2 63" ll 6.2 
Manufactures 
52. Boots and shoes og 4 -16 6 1.7 
53. Cigarettes 204 0 .14° 4, 
$4. Cigars 4 6.2 
55. Nails .15° 5 658 bd 3.8 
56. Pig iron one 6 79 12 2.4 
57. Spirits, distilled 20 6 39 5 1.3 
58. Steel ingots and castings of 0 76 11 “ 
39, Tobacco and snuff .07° 4 » 
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TABLE II.—(continued) 


(a) (b) Coefiicient 
of 


Commodity 1873 —Trough | Duration, | 1 | 1929— —Trough | Comparison 
ears 


| ears dir 
n= 
de dore 


& 


Trans portation | 
60. Rail consumption 
. Rails 
. Railroad freight cars 
. Railroad freight tonnage 
. Railroad freight ton-miles 
. Railroad mileage, operated 
. Railroad mileage, owned 
. Railroad passenger cars 
. Railroad passenger miles | 
. Railroad passengers | 
5.S. Marie traffic, ton- 


nage 
. Tonnage entered and cleared 


Miscellaneous 
72. Imports of merchandise, value 
73. Postage stamps, value 
74. Postal money orders, number j 0 


CNS 


*® A mimeographed list — the sources of the individual items may be obtained rn the author: Lewitt House 
I-23, Cambridge 38, Mas: 
Previous peak was a “regained by the time of our entry into World War II (1941). In computing the coeflicent 
of comparison, the previous peak was assumed to have been regained in 1942. 
© 1874 (1930) used as previous peak. 
Years of continuous increase in ~ co from 1873 (1929). 
© 1875 (1931) used as previous pe: 
No distinct trough apparent. 
€ 1871-1875: 1,520 trillion b.t.u.’s. 
1876-1880: 1,857 trillion b.t.u.’s. 
Indeterminate 
Acreage harvested. 
, 1871 (1927) used as previous peak. 
k 1872 (1928) used as previous peak. 
1870 used as previous peak. 
™ 1923 used as previous _ 
® 1925 used as previous 


and postage stamps sold. For certain commodities—namely, barley, 
corn, cotton, hay, oats, Irish potatoes, sweet potatoes, and wheat— 
acreage, as well as physical output, data are presented. 

Some duplication is apparent. For example, raw sugar consumption 
represents the production of cane sugar plus net imports from foreign 
countries and insular possessions, Under manufactures, tobacco-and- 
snuff includes cigars and cigarettes. 

Column (a) of Table II shows the ratio and duration for the earlier 
period, column (b) the later period. To illustrate the procedure fol- 
lowed, reference may be made to copper consumption.*® The relevant 
data are given in’ Fe ol IL. For column (a), the ratio of the difference 
between the trou, d, deal ssumption in 1873 to consumption in 1873 is 


42.8 — 26.7 
or) is 1880 minus 1873, or 
42.8 *egic Factors 


Moore, Hu, 
. 1,778.6 — 519.2 
7 years. Similarly for column (B'/): s 

“-niture group 1,778.6 


» or.71; 


* Series 39 of Table IT. 


\ \ 
573 
re 
| | 1.6 
2.5 
; 3.0 
9.2 
18.0. 
h 
16.5 
3.5 
| 3.4 
.70 2.1 
| .17°¢ | 7 
-10° 5 
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small number of series sampled. In addition, the duration of a cyclical 
decline should surely be included along with amplitude in any investi- 
gation designed to measure the severity of a depression. Finally, Eckler 
selected his highs and lows with reference to lines of trend, rather than 
basing them on the original data. The arbitrary element involved in 
trend elimination techniques is well known to students of business 
cycle analysis.* The choice of the method used to eliminate secular trend 
will affect the timing and number of cycles as well as their respective 
duration and amplitude. Moreover, the hypothesis under consideration 
is that twentieth century business cycles are more severe than those of 
the preceding century, the presumption being that any difference in 
severity stems from the influence of secular or long-run factors. It is 
precisely for this reason that no attempt should be made to remove the 
trend factor—that is, the raw data should not be manipulated in any 
way that might obscure the element of growth. 


II 


In order to shed more light upon the above premise, it was decided 
to attempt a comparison of the depressions beginning in 1873 and 
1929.° Since investment and income figures are not available on an an- 
nual basis for the earlier period, a number of secondary sources were 


examined in order to obtain the available physical product series. In 
addition, certain miscellaneous time series which manifest a high degree 
of cyclical sensitivity were included. Reference was made to a wide 
variety of primary sources in order to collect the corresponding data 
for the later period. 

For the purpose of this investigation, two measures of severity were 
computed, namely, duration and amplitude. The duration of a cycle is 
defined herein as the time in years required for production to regain 
its previous peak.* A measure of the amplitude was obtained by com- 
puting the ratio of the difference between the trough and previous peak 


* For a discussion of the problems of trend-cycle separation, cf. Edwin Frickey, Economic 
Fluctuations in the United States (Cambridge, Harvard University Press, 1942), Chap. 1. 

* The choice of the depression of 1873 as the depression in the nineteenth century of com- 
parable severity to the depression of 1929 for the twentieth century perhaps needs no 
justification. However, it is noteworthy that even contemporary analysts saw in this de- 
pression something novel in its severity. Cf. Samuel Rezneck, “Distress, Relief, and Dis- 
content in the United States During the Depression of 1873-78," Jour. Pol. Econ., Vol. 
LVIIT, No. 6 (Dec., 1950), p. 496. 

For a description of the earlier period as one of progress rather than of depression, cf. 
H. L. Beales, “ ‘The Great Depression’ in Industry and Trade,” Econ. Hist. Rev., Vol. V, 
No. 1 (Oct., 1934), pp. 65-75. 

‘The alternative method of using a peak-to-peak measure was precluded by the impact 
of war and its aftermath in the later period 
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to the previous peak. Hence, the greater the ratio, the more severe the 
decline. If more than one trough of approximately the same level 
occurred during the decade of the cycle, that trough nearest the pre- 
vious peak was chosen as representative of the cyclical downswing. 

In order to facilitate making a comparison of fluctuations in the in- 
dividual series, a coe ficient of comparison was defined: 


doro 

where d. and r. represent the duration and ratio, respectively, of the 
earlier cycle, d: and 7: the later cycle. 4 is greater than, equal to, or 
less than unity as the later depression is more severe, of equal severity, 
or less severe than the earlier depression.® If the duration and amplitude 
of the later cycle are both twice as great as the duration and amplitude 
of the earlier cycle, 7 = 2; or, by this measure, the later depression is 
twice as severe as the earlier depression. 

All findings are given in Table II below. 

The series are grouped under Agriculture, Fishing, Minerals and 
Power, Manufactures, Transportation, and Miscellaneous, the groups 
containing 34, 1, 16, 8, 12, and 3 series respectively. Although produc- 
tion series® are predominant in the survey, certain import and “con- 
sumption” series have been included because of the presumption of 
income sensitivity or because they reflect activity at a later stage of 
preduction. Imports are for the most part “net.” The consumption data 
refer to industrial utilization rather than household consumption. In 
the miscellaneous group, the postal series are included because of their 
high degree of cyclical sensitivity.’ 

In general, value figures have been omitted. This rule was adopted 
so that the data would represent, as nearly as possible, movements in 
real income. The only exceptions are the value of merchandise imports 


*The relation of n to unity may be gotten by inspection in most cases, Its particular 
usefulness arises in the event one depression is more severe with regard to, say, duration, 
but less severe with regard to the trough. Cf., e.g., item 24 in Table II. 

*The reader may wonder why some one of the available indices of building construction 
was not included. Cf. the building permit indices of Long and Newman in Historical Statis- 
tics of the United States, 1789-1945, Bureau of the Census, U.S.D.C. (Washington, 1949), 
pp. 172-173. Also cf. J. R. Riggleman, “Building Cycles in the United States, 1875-1932,” 
Jour. Am. Stat. Assoc., Vol. XXVIII, No. 182 (June, 1933), pp. 174-183. A serious difficulty 
with the use of these indices arises from the fact that earlier estimates are based on a small 
number of metropolitan centers and thus do not reflect sufficiently the expansion in the West. 
It was for this reason that indices of construction activity were omitted. For our purposes, 
nail production is probably the best index of building activity; cf. item 55 in Table IT. 

Cf. C. J. Bullock, B. Fox, and A. R. Eckler, “Postal Revenues and the Business Cycle,” 
Rev. Econ. Stat., Vol. XII, No. 2 (May, 1931), pp. 47-58. 
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‘TABLE L1.—PRODUCTION IN THE UNITED STATES DURING THE DEPRESSIONS OF 


Commodity 


Agriculiure 
ley for grain 

la. Barley for grains 

2. Buckwheat 

3. Butter 

4. Cattle on farms 

5. Cheese 

6. Cocoa imports 

7. Coffee imports 

8. Corn 

Sa. ¢ ornt 

9, Cotton 

9a. Cotton! 

10, Cotton consumption 

11. Cottonseed 


Oh 


20 es, 
2a. Potatoes, Iri ni 
21. Potatoes, sweet 
21a. Potatoes, sweet! 
22. Raisins 
23. Rice 
24. Rubber imports 
25. Ry 
26 
27 
28 
2 
30 ar consumption, raw 


31. Tobacco 

32. Wheat for grain 

32a. Wheat for grain 
33. Wool 

34. Wool consumption 


Fishing 

35, Mackerel, Atlantic coast 
Minerals and Power 

36. Coal, anthracite 

37. Coal, bituminous 

38. Copper 

39. Copper consumption 


42. Lead consumption 


45. Phosphate rock 


12. Cottonseed cake and meal 
ed oil 


| 
| 


46. Power from mineral fuels and | 


water 


49. Tin plate consumption 
$0. Z 
51. Zinc consumption 


Manufactures 
52. Boots and shoes 
53. Cigarettes 


57. Spirits, distilled 
$8. Steel ingots and castings 
59, Tobacco and snuff 


| 


| 


1873 anp 19298 


(a) (b) | Coefficient 
—-———- — of 
1873—Trough | Duration, | 1929—Trough | Duration, | Comparison 
Ts de j da | dere 
oge 2 61° 10 5.8 
34 0 152 12 
.20! 5 46 b 2.6 
os® 2 02 2 0. 
174 0 sa 0 % 
.03 2 -03° 3 1.2 
3 6 0.9 
-03 2 4 3.1 
3 22k 4 
134 0 2 
.09 2 .06 2 0.8 
02 2 .38 b 11.1 
.09 2 8 5.3 
09 2 .06 2 0.8 
34 0 "05 3 
34 -10 3 
000° 1 .75° 10 
sd 0 16 6 
204 | 0 | .03, 2 
41 7 10 1.5 
oan 7 | -67 12 
.20! | 4 23 5 1.2 
17% 3 | se b 3.7 
164 o | 3 0 
4 b 4.4 
2 .13* 4 5.1 
09 3 16 2 1.1 
3d 0 34 0 
34 0 © 
.34° 5 .26 8 
2 62° 5 
363 4 f } b 4, 
0 4 
.86 6 04° 2 0.1 
39! | 6 | .16 3 0.5 
2 | 0 -02 2 x 
3 38° 9 1.6 
13° 3 . 10" 3 0.9 
24 0 32 8 
.20* 7 .22 4 0.8 
54° 6 -60 b 1.6 
14 | 6 33 b 2.3 
12 4 42 b + 43.4 
2 0 .78 b 
38 7 71 11 1.7 
104 0 b 
sd | 0 36 8 
.16 4 59 12 3.3 
| 4 61 9 3.2 
3 7 1.7 
sd 0 58° 7 
4 7 3.1 
13° 3 .60 3.5 
18 4 6 
34 0 12 
.09 2 il 6.2 
.ogk 4 -16 6 1.7 
204 0 4, 
.03¢ 4 6.2 
.27 6 .79 12 2.4 
20 6 .39 5 1.3 
of 0 .76 11 
4 b h 


| 
| 


\\ \ : 

14. Fla | 
15. Hay, tame | 
15a. Hay, tame 
16. Jute imports 
17. Manila hemp imports 
18. M s and siru 
4 
41. Lead, antimonial 
43. M 
44.1 

47. Super sphate 
48.7 ts 
54. ( rs 
55. Nails 

= 
fina 
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TABLE IT.—(continued) 


| (a) (b) Coefiicient 
Commodity | 1873 —Trough 1929 —Trough | Comparison 
ears 
| 
| 


cars 
1873 
ds | 


Trans portation 
00. Rail consumption 
. Rails 
. Railroad freight cars 
. Railroad freight tonnage 
. Railroad freight ton-miles 
. Railroad mileage, operated 
. Railroad mileage, owned 
. Railroad passenger cars 
. Railroad passenger miles 
. Railroad passengers | 
70. S.S. Marie canal traffic, ton- | 
nage 
. Tonnage entered and cleared 


Miscellaneous 
72. Imports of merchandise, value : 
73. Postage stamps, value 7 
74. Postal money orders, number 0 . 5 


| 
| 


CONF CONNS 


® A mimeographed list of the sources of the individual items may be obtained from the author: Leverett House 
I-23, Cambridge 38, Mass. ‘ 
Previous peak was not regained by the time of our entry into World War II (1941). In computing the coeflicent 
of comparison, the previous peak was assumed to have been regained in 1942. 
© 1874 (1930) used as previous peak. 
Years of continuous increase in production from 1873 (1929). 
® 1875 (1931) used as previous peak. 
No distinct trough apparent. 
© 1871-1875: 1,520 trillion b.t.u.’s. 
1876-1880: 1,857 trillion b.t.u.’s. 
Indeterminate 
Acreage harvested. 
+ 1871 (1927) used as previous peak. 
k 1872 (1928) used as previous peak. 
1870 used as previous peak, 
™ 1923 used as previous peak. 
® 1925 used as previous peak. 


and postage stamps sold. For certain commodities—namely, barley, 
corn, cotton, hay, oats, Irish potatoes, sweet potatoes, and wheat— 
acreage, as well as physical output, data are presented. 

Some duplication is apparent. For example, raw sugar consumption 
represents the production of cane sugar plus net imports from foreign 
countries and insular possessions. Under manufactures, tobacco-and- 
snuff includes cigars and cigarettes. 

Column (a) of Table II shows the ratio and duration for the earlier 
period, column (b) the later period. To illustrate the procedure fol- 
lowed, reference may be made to copper consumption.® The relevant 
data are given i II. For column (a), the ratio of the difference 

sumption in 1873 to consumption in 1873 is 


ation is 1880 minus 1873, or 


1,778.6 — 519.2 
S 


7 years. Similarly for column ( 
1,778.6 


or.71; 


* Series 39 of Table II. 


\ \ \ \ 
573 
sik | b 1.6 
27 .85 b 2.5 
| b 3.0 
04° | .52 b 9.2 
ore | 49 | b 18.0 
17 b “4 
174 | f | b h 
.99¢ b 2.3 
.02° | .57™ | b 16.5 
3d | } b 
.26 3 .78 12 4.5 
2.1 
42.8 — 26.7 
om 
42.8 
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while the duration is 1940 minus 1929, or 11 years. The coefficient of 


comparison, %, is Substituting, 


Vdini/doro. 
or 1.7. 

Of the seventy-four’ coefiicients computed for the series in Table II, 
six—for series 4, 26, 46, 59, 65, and 66—are indeterminate. Of the re- 
maining sixty-eight coefficients, sixty, or eighty-eight per cent’? show 
the depression of 1929 to be more severe than that of 1873. Eight coeffi- 
cients—for series 3, 6, 9, 11, 28, 29, 32, and 34—show the opposite. 
All of these series, revealing less severe declines in the 1930’s, are in 
the Agriculture group. All of the series in the Fishing, Minerals and 
Power, Manufactures, Transportation, and Miscellaneous groups, as 
vell as seventy-five per cent of the Agriculture series,"’ show 4 > 1. 


Tasie IT.—Coprer Consumption*® 
1873 
1876 
1880 


1932 


1940 2,017.6 


1929 | 
| 


* For sources, see mimeographed list of sources cited in footnote a, Table IT. 
>In millions of pounds. 


Consider in greater detail the sixty series which show the 1929 de- 
pression to be more severe. In each of nineteen cases,’* there is no de- 
cline at all in the earlier period. Rather, with one . + ception,’® these 
series reveal continuous growth in production during the 1873 depres- 
sion. Furthermore, in all but five of the sixty cases, both the duration 
and amplitude are greater during the later period. In one instance, series 
5, the amplitudes are the same, with the 1929 duration greater than 
that of 1873. In two cases, series 21 and 57, the 1929 duration is less 
than the 1873 duration, but the 1929 amplitude is greater than the 1873 
amplitude. In the case of two other series, 24 and 31, the later duration 
exceeds the earlier, while the later amplitude is lew than the earlier 
amplitude. 


* The acreage series—1la, 8a, 9a, 15a, 19a, 20a, 21a sidered later. 

“ The inclusion in this group of series 26, § » Jere eta is indeterminate 
because no distinct upturn is apparent in th ma raise this percentage slightly. 

™ Excluding the acreage series and thy ne coefficient of comparison is in- 
determinate. 

“Series 12, 13, 14, 15, 22, 23 40, 41, 45, 50, 53, B= =, 73, and 74. 

Series 14, where output_z .. same level for a tw ar period. 


\ \ 
42.8 
26.7 | 

65.3 
1,778.6 

510 9? 
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Ill 


Turning to the difficult task of evaluating the results of the investiga- 
tion, two questions of a fundamental nature arise. The first question 
pertains to the faithfulness with which the series depict relative changes 
in real income during the two periods. The second bears upon the réle of 
exogenous factors and the conclusion which may be drawn regarding 
the relative severity of nineteenth and twentieth century depressions 
generally. 

With regard to the first question, it was evident even before the study 
was undertaken that unavoidable difficulties would arise. In the first 
place, the study was restricted to series provided by the crude statistical 
services of the earlier period. Secondly, the composition of real income, 
of course, changed markedly during the time elapsing between the two 
depressions. In view of this fact, and in view of the preponderance of 
agricultural series in Table II, the data undoubtedly provide a more 
accurate picture of changes in real income in the earlier than in the 
later period. On the other hand, some of the series play a more im- 
portant réle in the later than the earlier period, viz., petroleum and 
steel. Moreover, improvement of the 1929 sample would primarily in- 
volve the addition of manufactured commodities. On @ priori grounds, 
one would expect the output of these goods to fluctuate more, not less, 
than the output of the agricultural commodities which strongly influence 
the results of the study. 

Assuming the data reflect accurately the relative changes in real in- 
come which took place during the two periods, can the relative severity 
of the 1929 depression be explained by appeal to exogenous factors? 
Consider the a ricultural series again. The anomalous réle played by 
agriculture in cycle analysis is well known.’* Some precaution is neces- 
sary, especially due to the alleged insensitivity of the agricultural en- 
trepreneur to price changes and due to the fortuitous influence of the 
exogenous factor, weather. In view of these considerations, perhaps the 
agricultural series should be discarded. But note that such a decision 
would improve—indeed, make perfect’*’—the uniformity of the results. 

In regard to the price sensitivity questions, it must be pointed out 
that declines took place in all of the agricultural series during the later 
depression except one.’® But can these declines not be traced to the 
weather factor; and, therefore, should not acreage data be substituted 

“Cf. e.g., Gottfried Haberler, Prosperity and Depression (Geneva: League of Nations, 
1939), Ch. 7; J. M. Clark, Strategic Factors in Business Cycles (New York: N.B.E.R.. 
1935), pp. 61-65; and Geoffrey H. Moore, Harvest Cycles (Cambridge: Ph.D. thesis, 
Widener Library. rvard University, 1947). 

*Te,alletas} than unity fall in the agriculture group 

* Series 4 in Table IT. 
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for physical output data? On the other hand, will not such a procedure 
obscure the fact that land may be cultivated more or less intensively? 
At any rate, acreage data for barley, corn, cotton, hay, oats, Irish 
potatoes, sweet potatoes, and wheat,’ have been included. 

How does the substitution of these acreage series for the correspond- 
ing physical output series affect the findings? Throwing out the latter, 
the frequency of 4 > 1 decreases by six, and the frequency of 4 < 1 
decreases by two. Introducing the acreage data, the frequency of 4 > 1 
increases by six, and the number of cases where e¢a is indeterminate 
increases by two. The effect appears uncertain. But note that of the two 
series which become indeterminate, one series, 19a, shows a longer 
duration of continuous increase in the earlier period. The other series, 
21a, shows the same duration of increase in both periods. Furthermore, 
in the case of series la, 8a, and 20a, the magnitude of eta increases. In 
the case of series 15a, eta remains the same. In not a single instance 
does the size of eta decrease. Hence, the use of acreage data improves 
the uniformity of the findings. 

It is evident, however, that even a cursory inspection of the remain- 
ing series would raise many questions of significance. Various non- 
cyclical factors, we may be certain, have influenced every series in our 
sample. What inference, then, can be drawn with respect to the relative 
severity of twentieth century depressions? Unfortunately, a compari- 
son of only two depressions can hardly be conclusive as to a change in 
general conditions. The causes of economic fluctuations are so diverse 
as to render each depression a unique event. The most that can be said 
is that we have found strong evidence to the effect that the most severe 
depression of the twentieth century (thus far) was worse than one of 
the most severe depressions during the nineteenth century. This is use- 
ful evidence as far as it goes, even if it is not conclusive. The original 
hypothesis is given a more solid foundation than that provided by any 
previous study. 


™ Series 1a, 8a, 9a, 15a, 20a, 21a, and 32a of Table II. 


A DISCONTINUOUS COST FUNCTION 
By Hans Brems* 


The present paper is an attempt to develop, under highly simplifying 
assumptions, the plant cost curve from the production functions of all 
the various stages of which the plant is composed. Indivisibility of dur- 
able equipment is emphasized in accordance with some very early 
Scandinavian ideas in the theory of cost, dating back to 1924.‘ One 
conclusion is that the case examined, which may well be typical of 
modern mass production, constitutes another item on the long list of 
exceptions to the rule that profit maximization implies the equality of 
marginal cost and marginal revenue. 

Let us define the plant as the unit that turns out one single product. 
A plant will normally need a large number of qualitatively different 
durable factors of production. Let us define a stage as the aggregate 
of all units of a single durable factor employed by the plant (with or 
without non-durable factors cooperating with it). The various units of 
a single durable factor are installed parallel to one another in that the 
materials do not have to pass through more than one single unit. The 
various stages of the plant, on the other hand, are installed successively 
to one another, because the materials will have to pass through all the 
stages in order to be turned into the finished product. 


Stage Unit Cost 


The individual stage is a convenient starting point in the study of 
plant cost. The output of the individual stage is measured in stage units 
produced per unit of time, and stage units of different stages are, of 


* The author is lecturer in economics at the University of California, Berkeley. He has 
profited from helpful criticism by his former colleagues in Copenhagen, Professor F. Zeuthen 
and Dr. Ivar Jantzen, and by his present colleagues in Berkeley, Professors William Fellner 
and Raymond G. Bressler. 

‘Ivar Jantzen, “Voxende Udbytte i Industrien,” Nationalékonomisk Tidsskrift, Vol. 62 
(1924). A forerunner was a small book, Lidt Teori om Driftsregnskaber og Produktionspriser 
for Industrien, published privately by Jantzen in 1917, An English translation of the 1924 
article appeared in the volume, Basic Principles of Business Economics and National Calcu- 
lation (Copenhagen, 1939). A brief summary of his laws was given by Jantzen in “Laws 
of Production Cost,” Report of the Washington Mecting, September 6-18, 1947, Econ- 
ometrica, Vol. 16 (Jan., 1948), pp. 44-48. An abbreviated German translation of Jantzen’s 
1924 article was presented by Erich Schneider as an appendix, “Das Harmoniegesetz,” to 
his book, Theorie der Produktion (Vienna and Berlin, 1934), pp. 83-92. 


578 THE AMERICAN ECONOMIC REVIEW 


course, qualitatively different. If we want to study the cost-output 
relationship of the individual stage we shall have to go back to the 
stage production function. Production functions have been studied in 
terms of isoquant maps, and we shall follow that procedure. In the con- 
ventional isoquant map, we find factors to be (1) substitutional and 
(2) fully divisible. 

As a first approximation to a realistic isoquant map for our individual 
stage let us assume that factors are /imitational, but let us for the time 
being accept the assumption of fully divisible factors. Geometrically 
limitational factors are illustrated by the L-shaped isoquants in Figure 
1. The right-angled corners of the L’s are located along a straight line 


of duredle factor 


oS @ 
O Input of first fector Input of nen-dureble fector 
Ficure 1 FicuRE 2 


through zero, OPQR. Any point outside that line indicates a wasteful 
combination of factors. 

As a further approximation to a realistic map let us relax the assump- 
tion of full divisibility of factors. That a factor is fully divisible means 
that the input of that factor can be varied continuously. Lack of di- 
visibility could be short-run or long-run. Short-run indivisibility is a 
consequence of either long contracts or the durability of equipment. 
Long-run indivisibility is not a necessary consequence of durability of 
equipment but very often goes with it. As a matter of fact, under 
modern technology the capacity of one unit of a durable factor very fre- 
quently is high compared to what the market can absorb. Thus, even if 
the long run is considered, the input of that factor cannot be fully 
adjusted to factor need but will have to be varied in jumps that may be 
very large indeed. (We are speaking here of variations of the input of a 
given factor, not of switching to a different factor; the latter sort of 
variation will be considered in the section on “Varying Technique.’’) 
In the present paper we are interested in long-run indivisibility rather 
than short-run. 

Figure 2 shows an isoquant map of limitational factors of which one 
is durable, the other non-durable. The horizontal parts of the isoquants 


e a 2 
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are solid lines, since by assumption the input of the non-durable factor 
can be varied continuously. The vertical parts, however, have now 
been broken into rows of points, because the employment of the dur- 
able factor can assume the values of integers only. On a survey map, 
numbers are usually added at various points to indicate elevation above 
sea level. Likewise, in Figure 2 we have added a few numbers to indicate 
output corresponding to various factor input combinations. Starting 
from zero input of the non-durable factor let us increase the input of 
that factor without varying the input of the durable factor. Thus we 
move eastward along a horizontal line. By assumption output rises in 


Ficure 3 


direct proportion to the input of the non-durable factor until we reach 
the straight line OPQR. From then on, output does not increase at all, 
and we remain on an isoquant. Obviously, in the present case we have 
the staircase-like path of expansion PSQTRU. 

Let us now follow the path of expansion PSQTRU and let cost be 
recorded as a function of stage output. To derive a cost function from a 
production function we must know factor prices. Let durable-factor 
cost, called “equipment cost,” be $1.00 per unit of durable factor per 
unit of time. Let non-durable-factor cost per unit of stage output, called 
“operating unit cost,” be $1.00 per stage unit. (It will be remembered 
that as we move along the path of expansion, by assumption output rises 
in direct proportion to the input of the non-durable factor.) Figure 3 
records equipment + operating unit cost as a function of stage output. 
In mass-producing manufacturing industries Figure 3 is probably a 
good first approximation to real-life stage unit cost.* 


Plant Unit Cost under Constant Technique 


Now is the time to look at the plant as an entity. The output of the 
plant is measured in plant units produced per unit of time. Since we have 


‘Ivar Jantzen called this unit-cost function “the Law of Capacity.” 
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defined the plant as turning out one single product there is only one 
single kind of plant unit. The plant unit is qualitatively different from 
the stage units of all individual stages except the last. (From the assump- 
tion that the various stages of the plant are installed successively to 
one another it follows that the plant unit is qualitatively the same as 
the stage unit of the last stage.) 

The individual stage consists of a number of units of a single durable 
factor (with or without non-durable factors cooperating with it). The 
capacity of the individual durable factor is the maximum number of 
stage units that can be produced per unit of time by employing one unit 
of that factor. We have said that the stage units of different stages are 
qualitatively different. We might, however, define a stage coefficient as 
the number of stage units that goes into one plant unit. For example, 
if our stage produces wheels for passenger cars, and the plant unit is 
one passenger car, the stage coefficient is 5, because five wheels are 
needed per car. Once the stage coefficients have been laid down, stage 
units can always be translated into plant units. Thus capacity of the 
individual durable factor can be expressed in terms of plant units as well 
as stage units. When that is done we can formulate the so-called Law of 
Harmony which says: To minimize the employment of all durable fac- 
tors per plant unit, plant output must equal a common denominator of 
the capacities of all the durable factors employed by the plant. The ca- 
pacities should be expressed in terms of plant units per unit of time. For 
example, imagine a simple plant consisting of merely three stages. Let 
the capacities of the three durable factors employed by those stages, re- 
spectively, be 3, 4, and 6 plant units per unit of time. With these capaci- 
ties given, the outputs at which employment of durable factors per plant 
unit is minimized are 12, 24, 36... , and other multiples of 12. At these 
outputs only, employment of durable factors per plant unit is at the 
minimum of one-third of a unit of the first durable factor, one-quarter 
of a unit of the second durable factor, and one-sixth of a unit of the 
third durable factor per plant unit. 

The Law of Harmony is the basis for the plant unit cost curve. Plant 
cost is the sum of all the stage costs. If to our simple three-stage plant 
we add the assumptions that durable factor cost is $1.00 per unit of 
durable factor per unit of time for all three factors, and that plant 
operating unit cost is $1.00, we can record plant unit cost as a function 
of plant output. This is done in Figure 4.° In Figure 4, outputs 12, 24, 
36... etc., might be called “harmonious” outputs. At all other outputs 
there are idling losses. It is, perhaps, worth while noticing that the 
chances that the output of a large plant will be a harmonious one are 


* The Law of Harmony was first developed by Ivar Jantzen, op. cit. 
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Equipment + opersting anit cost 


FIGURE 4 

Equipment cost: $1.00 per unit of durable factor per unit of time for all three factors. 

Capacities: 3, 4, and 6. 

Operating unit cost: $1.00. 
no greater than the chances that the output of small plant will be. So the 
Law of Harmony does not say that large plants are more harmonious 
than small ones. But it is also seen that the per unit idling losses at a 
nonharmonious output in a large plant are usually much smaller than 
the per unit idling losses at a nonharmonious output in a small plant. 


Plant Unit Cost under Varying Technique 


Up to now we have been speaking of variations of the inputs of given 
factors of production. This sort of variation might conveniently be ex- 
pressed as variation under constant technique. But there is, of course, 
always the possibility of switching to different factors; and this we shall 
call varying technique. Modern technology frequently offers a wide 
choice of plant layouts or processes for a given product. For each of 
these possible layouts the plant unit cost curve can be constructed. Unit 
equipment costs are superimposed upon unit operating costs (the latter 
is constant for a given plant under our assumptions), and we get equip- 
ment + operating unit costs. Figure 5 illustrates a comparison between 
three different processes or plant layouts. Layout II is the plant we have 
studied in the treatment of the Law of Harmony above. Layouts I and 
III have a different number of stages and the durable factors employed 
are qualitatively different from those employed in Layout II. Also, the 
capacities of these factors are different, the factor prices are different, 
and the useful lives of the durable factors are probably different, too. 

Layout I is what Jantzen’ calls a “low” technique. A low technique 
is characterized by low-capacity, low-cost durable factors and extensive 


“Ivar Jantzen, op. cit. The plant unit cost curves drawn by Jantzen in 1924 carried him 
to his own version of what in the Anglo-Saxon world much later became known as the 
envelope curve. See Jacob Viner, “Cost Curves and Supply Curves,” Zeitschrift fir Na- 
tionalékonomie, Vol. III (1932), particularly pp. 34-38, and Edward H. Chamberlin, “Pro- 
portionality, Divisibility and Economies of Scale,” Quart. Jour. Econ., Vol. LXII (Feb., 
1948), pp. 229-62. 


581 
2 
s 10 20 
Plant cutout 
| q 


582 THE AMERICAN ECONOMIC REVIEW 


10 1s 20 
‘out 
Ficure 5 
LAYOUT I LAYOUT II LAYOUT Ill 
Equipment cost: | $0.2 $1.00 $5.00 
| $0.5 $1.00 $5.00 
| $1.00 
| per unit of durable factor per unit of time 
Capacities 2 3 10 
3 4 12 
| 6 
Operating unit cost: $1.75 $1.00 $0.5 


inputs of non-durable factors. Unit equipment cost, therefore, is com- 
paratively low even at low levels of output whereas unit operating cost 
is high. Layout III is a “high” technique. A high technique is character- 
ized by high-capacity, high-cost durable factors and limited inputs of 
non-durable factors. Unit equipment cost, therefore, is high except at 
extremely high levels of output whereas unit operating cost is always 
very low. Layout II is in an intermediate position. 

Whether the low, the medium, or the high technique is the optimum 
one depends upon demand considerations. If demand is such that output 
must be kept below 2.8, Layout I on Figure 5 produces at lower unit 
total cost than any other layout. If demand is such that output is be- 
tween 2.8 and 6.0, Layout II mostly has lowest unit total cost. But if 
demand is such that outputs larger than 6.0 can be sold, Layout III 
mostly produces at lowest unit total cost. 

The superiority of high techniques at high levels of output is another 
aspect of indivisibility of factors. Frequently, the size of one unit of 
the most efficient factor is extremely large. The unit simply cannot be 
smaller without sacrificing efficiency. Whenever this is the case, we have 
increasing returns to scale over a wide range of output. For example, the 
level at which economies of scale cease to accrue in the automobile in- 
dustry has been variously set at 50,000, at 100,000 (by the British man- 
ufacturers’ advisory council), and at a quarter of a million or more per 
year (by American production engineers).° In addition to the Law of 
Harmony, we have in the Law of Technique another reason why factor 
indivisibility does more harm to small plants than to large ones. 


*“Austin and Nuffield,” The Economist (December 1, 1951), p. 1348. 
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Unit versus Total and Marginal Cost 


The preceding analysis ran in terms of unit cost, but if we want to 
relate it to the familiar profit-maximization model it might be desirable 
to translate it into total and marginal terms. In Figure 6 the equipment 
‘+ operating wnit cost curve of Figure 4 has been translated into an 
equipment + operating total cost curve. Each time another unit of one 
of the durable factors is installed, total costs jump vertically. The first 
time we must install another unit of a durable factor in Figures 4 and 


FIGURE 6 Ficure 7 


6 is when plant output passes through 3. Another unit will have to be 
installed when plant output passes through 4, and two additional units 
will have to be installed when it passes through 6. 

In Figure 7 the corresponding marginal cost curve is shown. It should 
be noted that total costs jump by a finite amount as soon as plant output 
is increased by an infinitely small amount beyond 3. Now marginal cost 
is the derivative of total cost with respect to plant output. Therefore, 
marginal cost at plant output 3 can be represented as a point infinitely 
high. In other words, when output passes through 3, marginal cost sud- 
denly jumps infinitely high and then immediately drops down again to 
its old height. The same, of course, is true at outputs 4, 6, 8, 9,... ete. 
In Figure 7 this has been crudely illustrated by a series of inverted T’s. 
But it should be emphasized that the stem of the T’s does not really 
exist, for the stem would suggest that marginal cost would trace through 
a whole series of values from 1.0 to infinity. This it will not do—mar- 
ginal cost is either 1.0 or infinity—there are no intermediate values. 
Therefore, the marginal cost function would rather look like a hori- 
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zontal line with a series of dots infinitely high above it. Dots infinitely 
high are invisible, however, hence the inverted T’s in Figure 7. 


Profit Maximization 


To maximize profits, the firm must know the demand side as well as 
the cost side. In Figure 7 is shown the demand curve faced by the firm 
and the corresponding marginal revenue curve JKL. There are three 
points where the marginal cost and revenue functions intersect, i.e., J, 
K, and L. The former two points are on the stem of the T’s, however. 
And since the stem does not really exist, marginal cost and marginal 
revenue are not equal at these two points. Obviously, equilibrium at J 
or K would involve stopping just before the durable-factor addition is 
made. But points may be relative maxima only, and profits must be 
calculated numerically for all three of them to find the maximum 
maximorum. The latter is not readily apparent from Figure 7, and the 
marginal approach is therefore an awkward one. 

The total approach is much more successful in this respect. In Figure 
6 we have drawn the total revenue curve corresponding to the demand 
curve in Figure 7. Outputs at points J, K, and L in Figure 6 are the 
same as outputs at points J, K, and L in Figure 7, respectively. It is 
readily apparent from Figure 6, but not from Figure 7, that the firm 
should stop just before the durable-factor addition at point J which 
corresponds to output 3. At this point, the vertical distance between 
the revenue curve and the cost curve is at its maximum maximorum., 
It is interesting that, at this point of maximum maximorum profits, 
marginal cost is not equal to marginal revenue, nor would this be the 
case at point K. The only point where marginal cost is equal to marginal 
revenue is the point L. This point, however, indicates a relative maxi- 
mum profits point only. All this, of course, is a consequence of the dis- 
continuity of our cost function. 

In a quite similar way, the unit cost curve in Figure 5 could be trans- 
lated into a total cost curve, and the latter could be confronted with the 
total revenue curve faced by the firm. The maximum vertical distance 
between those two curves would indicate the output and the technique 
to be chosen by the firm. 


Qualifications 


The plant cost curve developed in the present paper goes back to Ivar 
Jantzen’s writings in the middle ’twenties. The merits of the Jantzenian 
approach (particularly in view of its early date) are, first, its emphasis 
upon the absence of substitution between a durable and a non-durable 
factor within a given plant layout. Second, observations in his own 
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plant® led Jantzen toward his operating unit cost curve which was hori- 
zontal up to capacity. Equipment unit cost being equilateral hyperbolas, 
total unit cost thus also would be represented by equilateral hyperbolas. 
Third, Jantzen emphasized the presence of substitution (in the long 
run) between one set of durable factors cooperating with non-durable 
ones, on the one hand, and a qualitatively different set on the other. 
Thus the principle of substitution is by no means ignored but is given 
a very realistic meaning. 

One point of possible criticism is the following. As we have seen it, 
stage as well as plant operating unit cost is a constant up to capacity. 
But it must be admitted that operating unit cost may rise before 
capacity is reached. At this point it is useful to distinguish between at 
least three different dimensions of the time rate of output. Airline opera- 
tions might exemplify this distinction. The annual rate of output of an 
airline could be measured in passenger miles per year, but obviously 
this equals passengers per mile ¢imes miles per hour times hours per 
year. As long as output is expanded by expanding the latter dimension: 
hours per year, the rea/ input of non-durable factors per unit of output 
may not change at all.’ Money input might well change, though, because 
factor prices might change (higher pay for night shifts and overtime). 
But output might also be expanded by expanding speed: miles per hour, 
or by expanding load: passengers per mile. In both cases real input of 
non-durable factors per unit of output may rise as capacity is ap- 
proached. Still, of course, the range of constant operating unit cost may 
well be rather wide and may well extend pretty close to capacity. 

The most valid criticism that can be raised against the model we have 
applied is that problems of durable factors are not well handled by a 
single-period model. Durable factors are installed with their use in more 
than one period of time in mind, and an analysis in terms of one single 
period cannot adequately deal with this problem. If the single-period 
model must be retained, the following two alternatives open up. First, 
the period selected could be so long that it equals the life of the 
durable equipment. This alternative, of course, runs into the difficulty 
that different types of durable equipment have lives of different length 
of time. It also runs into the difficulty, perhaps even more serious, that 
factor prices, demand, etc., will change within the single period an- 
alyzed if the latter is very long. The second alternative is an answer to 
that difficulty. As a second alternative, one might select a fairly short 
period, considerably shorter than the life of the most durable type of 


* Jantzen owned a large printing plant in Copenhagen. 


* This was the dimension Jantzen had in mind in his earlier writings, and in the present 
paper we have followed his tradition. 
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durable equipment, but the period is assumed to be a typical period with 
respect to factor prices, demand, etc. However, this alternative only 
seemingly evades the difficulties inherent in single-period models. That 
the period is a “typical” one must mean that factor prices, demand, 
etc., in that period are averages of all the periods within the life of the 
durable equipment. The average cannot, however, be known unless one 
knows the values of which the average is an average. In other words, 
factor prices and demand for all the periods within the life of the dur- 
able equipment will have to be known anyway. But if this is so, one 
might as well as directly apply a multiperiod model.” 

* This has been done by, for example, P. A. Samuelson, “Some Aspects of the Pure Theory 
of Capital,” Quart. Jour. Econ., Vol. LI (May, 1937), Erich Schneider, Investering og 
Rente (Investment and Interest, Copenhagen, 1944), and the recent Friederich and Vera 
Lutz, Theory of Investment of the Firm (Princeton, 1951), to mention a few of the best 
treatments. Schneider’s analysis is briefly restated in his new Pricing and Equilibrium (New 
York and London, 1952), Section VI, pp. 158-81. 
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COMMUNICATIONS 


Autonomous and Induced Investment 


The distinction between autonomous and induced investment appears to be 
solidly incorporated in modern business cycle theory. A question is raised here, 
however, as to whether this condition represents progress or retrogression. For 
the distinction as employed hitherto suggests a dichotomy with no counter- 
part in experience—and hence with no scientific value—though its pedagogical 
worth may in some part be granted. 

The most common interpretation given these terms may be briefly stated: 
induced investment is that part of capital formation which develops in re- 
sponse to prior changes in income (or certain other economic variables), while 
all other investment is autonomous. Upon further examination this simple 
distinction disintegrates. All investment (with the exception of involuntary 
inventory changes) depends upon expectations, virtually by definition. Hence 
none can depend simply upon prior income changes. A given alteration in the 
volume of income may elicit a huge capital expenditure or none at all, in the 
presence of high or low anticipations. From this point of view it might appear 
that the totality of investment is autonomous. 

On the other hand, expectations are themselves grounded at least in large 
part upon objective experience. A prior change in prices, in costs, in incomes, 
in interest rates, in the stock of capital or in other relevant variables would in 
every case influence anticipations and may determine them. In this view it 
might appear that all capital formation is induced. 

Nevertheless, it is clear that Aftalion and J. M. Clark, on the one hand, and 
Marx, Tugan-Baranowsky, Schumpeter, Spiethoff and Keynes (among others), 
on the other hand, profitably illuminated two aspects of investment which in 
an important sense are different. How then are these contributions to be uti- 
lized without granting the distinctions withdrawn above? Confidence in answer- 
ing this question is fortified by the knowledge that the acceleration prin- 
ciple as originally promulgated did not rest upon this distinction, nor is this 
situation altered by its relatively recent and fruitful marriage with the mul- 
tiplier. 

The acceleration principle presumes only recognition of a “most profitable”’ 
relationship. There would exist at certain times, for example, a relationship 
between stocks and sales which would be most profitable for retailers. A 
smaller stock than this would result in a greater loss of sales than a reduction 
in costs; a larger stock would increase expenses more than sales. Now suppose 
sales increase. A certain amount of inventory accumulation would then be re- 
quired to restore the “most profitable” relationship. We may call this the 
“warranted” investment. That the warranted investment may not be the actual 
amount induced by the change in sales, however, is obvious from experience. 
Because of expectations of still further increases in sales and/or rising prices, 
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the induced investment may far exceed the warranted amount—as in the 
winter and spring of 1950-51—or it may for contrary reasons fall below it. 
Furthermore, the investment “warranted” by any given alteration in sales 
may itself vary, for the fluctuation may occur when inventories are above or 
below the equilibrium or most profitable level. 

Similar considerations may be brought to bear on the problem of fixed in- 
vestment. Here too one may acknowledge a most profitable relationship be- 
tween output and the volume of existing plant and equipment. This relation- 
ship would appear to be fairly steady in the short run, though in time it 
would be altered by revisions in technology, industrial organization, perhaps 
factor prices and other conditions. Start with an equilibrium condition and 
posit an increase in demand. The latter increase may be reflected wholly— 
and probably would be mirrored in part—in higher prices, a fact which also 
renders ambiguous in this context the frequent references to a prior change in 
“output.” In any event, given the change in demand a certain amount of 
investment would be required to restore the most profitable relationship be- 
tween fixed capital and product. Whether as much or more than this “war- 
ranted” amount would actually be induced would, as in the previous case, 
depend upon expectations and on associated factors, some of which are men- 
tioned above.* 

It is suggested here that warranted investment, when defined as the amount 
needed to restore the most profitable capital-product relationship, has a pre- 
cise meaning not possessed in this context by the term “induced” and should 
be less misleading. It is suggested further that all other capital formation be 
called “contingent.” For whether they be in connection with innovations or 
with mere extensions of existing property, such investments have in common 
the fact that they are not warranted by prior changes in demand but depend 
for their justification upon anticipated changes. Yet, it is worth emphasizing, 
the timing of such capital expenditures is in every case virtually certain to be 
dictated by the economic environment—i.e., by events already in progress. 
Their cyclical concentrations are indicative of this, rather than of the capri- 
ciousness or of the steadfast regularity which have been associated with the 
word autonomous and often incorporated in mathematical models. 

It may be argued in support of presently accepted terminology that in any 
given economic environment great innovations (such as the railroads) or very 
small ones (such as midget golf courses) may be in the offing and that the 
volume of investment will, of course, be significantly affected thereby. This is 
undoubtedly true. But as noted above, it is also well known that the timing of 


*Of course, it follows from this as well as from preceding discussion that no simple, 
systematic relationship may be expected between investment and prior income changes over 
the course of a business cycle—particularly if reference is made to plant and equipment ex- 
penditures. Here, as already described, many other variables (besides income change) to- 
gether with their impact upon anticipations must be studied. In addition, it may be ob- 
served that technical considerations alone would ordinarily preclude a downward adjust- 
ment in fixed capital in full accord with a decline in demand in the short run. Furthermore, 
the particular industrial composition of an alteration in aggregate demand would influence 
the magnitude of an investment reaction. Cf. Arthur F. Burns, “Hicks and the Real Cycle,” 
Jour. Pol. Econ., Vol. LX (Feb., 1952). 


| 


COMMUNICATIONS 589 


such investments is cyclically determined. Furthermore, it is perhaps not so 
familiar that the particular magnitude of the expenditure made (as well as its 
timing) will be conditioned by the economic environment, and that even 
aiter their inception such investments proceed cyclically, being slowed or 
accelerated in conformity with general business conditions and, to be sure, 
participating in their determination. It would be of interest to speculate con- 
cerning the economic history of the United States in 1870-1913 on the assump- 
tion that the great flood of capital formation in the railroads, electric light 
and power and the telephone was strictly “autonomous,” proceeding in stately 
disregard of current business conditions. 

In conclusion it may be of interest to note the reference of S. S. Alexander 
in a recent article? to the existence of a cyclical movement in business cycle 
theory. Attention was directed in particular to the current shift from the 
linear models of Tinbergen, Frisch, Samuelson and Metzler to the non-linear 
models of Hicks and Goodwin. It is ventured here that this shift represents 
only a minor cycle (or Kitchin), which tends to obscure the presence of an 
underlying major cycle (or Juglar), which perhaps borders on the nature of 
a secondary trend.* This more fundamental change is the shift from the 
literary approach to the mathematical. The latter almost always spells a gain 
in clarity, and is of course the necessary precursor to econometric research. 
But at the same time mathematical models typically imply a sacrifice. It is 
in part the manifestation of their excessive simplicity that we have been bur- 
dened with an untenable distinction between autonomous and induced invest- 
ment.* The confusing assumption of cyclically constant multipliers and ac- 


celerators—which are of only tenuous applicability even when subject to the 
minor modifications of Hicks or Goodwin—are related offspring of the same 
progenitors. 


MELVILLE J. ULMER* 


?“Tssues of Business Cycle Theory Raised by Mr. Hicks,” Amer. Econ. Rev., Vol. XLI, 
No. 5 (Dec., 1951). 

* The difficulty of discerning the amplitude and duration of ideas is comparable with that 
encountered in statistical time series. 

*The term “autonomous” investment has indeed proved of most value when employed 
in simplified mathematical models to designate that portion of investment “unexplained” 
by those variables which have been permitted to enter the analysis. The precise identity 
of autonomous investment in such studies would obviously vary with the degree of 
simplification. That this was a dangerous and misleading procedure has been demonstrated 
by subsequent events. For a classification born of convenience and arbitrary simplification 
has since been invested with unjustified economic content. 

* The author is professor of economics at the American University, Washington, D.C. and 
research associate at the National Bureau of Economic Research. 
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Activities of the British Monopolies Commission 


I 


Four years have now elapsed since the British Monopolies and Restrictive 
Practices Act became effective. Since it is frequently asserted that “restric- 
tionism” in British industry has aggravated Britain’s economic problems, and 
since considerable theoretical attention is being given to the welfare aspects of 
different types of market structures, a brief summary of the British Monopolies 
Commission’s activities may be of interest. 

1. The Act provided “for inquiry into the existence and effects of, and for 
dealing with mischiefs resulting from or arising in connection with, any con- 
ditions of monopoly or restriction or other analogous conditions prevailing 
as respects the supply of, or the application of any process to, goods, build- 
ings, or structures, or as respects exports.” A Commission of ten members, 
appointed by the Board of Trade, acquired the task of investigating cases 
referred to it by the Board of Trade. The Board of Trade may limit the in- 
vestigation solely to the facts, that is, to whether the conditions to which the 
Act applies in fact prevail for the goods in question. Or, it may require in- 
vestigation and a report on both the facts and on whether the situation 
reported operates, or may be expected to operate, against the public interest. 
Where it is found that activities are against the public interest, Ministers of 
government departments have the power to make orders applying remedies, 
subject to affirmative resolutions in both Houses of Parliament. The reference 
to the “public interest” is the Act’s unique contribution to anti-trust legisla- 
tion; the present note therefore concentrates on the Commission’s interpreta- 
tion of this concept. 

2. The Board of Trade has presented to the Commission ten subjects for 
investigation.? To date, reports have, however, been issued on only three of 
these—the supply of dental goods, the supply of cast iron rainwater goods, 
and the supply of electric lamps.* 

For each of these industries, the terms of reference given to the Commis- 
sion were as follows: 


11 & 12 Geo. 6, c. 66 (1948). For a more detailed account of the Act’s provisions, see 
Ruth Cohen, “New British Law on Monopoly,” Am. Econ. Rev., Vol. XXXIX (March, 
1949), pp. 485-90. Also see G. M. Meier, “A Critique of the New British Monopoly Act,” 
Michigan Law Rev., Vol. 48 (Jan., 1950), pp. 329-36; “The British Monopolies Act of 
1948: A Contrast with American Policy and Practice,” Yale Law Jour., Vol. 59 (April, 
1950), pp. 899-927, 

? These are: supply of electrical filament lamps, discharge lamps, and fluorescent lamps; 
supply of insulated electric wires and cables; supply of cast iron rainwater goods; supply 
of dental goods; supply of machinery for the manufacture of matches; supply of matches 
and exports of matches; supply and exports of certain copper and copper-based alloys; supply 
of insulin; the application of the process of printing to woven fabrics; and the supply of 
certain types of imported timber. 

* Report of the Monopolies and Restrictive Practices Commission on the Supply of 
Dental Goods (London, HMSO, 1948); Report of the Monopolies and Restrictive Practices 
Commission on the Supply of Cast Iron Rainwater Goods (London, HMSO, 1951); 
Report of the Monopolies and Restrictive Practices Commission on the Supply of Electric 
Lamps (London, HMSO, 1951). 
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The Commission shall as respects such supply investigate and report on— 

(1) whether conditions to which the Act applies in fact prevail, and 
if so in what manner and to what extent, 

(2) the things which are done by the parties concerned as a result of, 
or for the purpose of preserving, those conditions, and 

(3) whether the conditions in question or all or any of the things done 
as aforesaid operate or may be expected to operate against the public 
interest. 


The reports of the Commission are more extensive, however, than these 
issues would indicate. In addition to analyzing restrictive practices in the in- 
dustries, relating these practices to the public interest, and recommending 
remedies, the reports also include historical surveys of the industries, analyses 
of their structures, and information on prices, costs, margins, and profits. As 
such, they are extremely illuminating for the student of industrial organiza- 
tion and control.* 

3. Regarding each industry, the Commission concluded that the conditions 
to which the Act applies do in fact prevail in relation to the supply of goods 
of the description contained in the reference given to the Commission. For 
dental goods, the Commission found that the Association of Dental Manu- 
facturers and Traders in the United Kingdom (a trade association of manu- 
facturers, dealers, and agents) supplied approximately 89 per cent of the 
retail trade in the home market during the years 1948-50. In the supply of 
cast iron rainwater goods, the Commission stated that the members of the 
British Ironfounders’ Association supplied 93.3 percent by weight of all the 
rainwater goods which were supplied in 1949-50 by manufacturers in the 
United Kingdom, and that related merchant associations supplied about 60 per 
cent of the total supplies in the United Kingdom. And, regarding electric 
lamps, the Commission was satisfied that members of the Electric Lamp 
Manufacturers’ Association supplied at least 60 per cent of the total supplies 
of filament lamps in the United Kingdom market in 1950 and 1951 and that 
the members supplied more than 60 per cent of the total supplies of discharge 
lamps in the United Kingdom in 1950. 

All of these percentages are well above the Act’s stipulation that it will 
apply to a case in which the condition appears to prevail that one-third or 
more of the goods concerned is supplied, bought, processed, or exported by 
either one firm or a group that arranges to limit competition. 

4. Clearly, however, the Act was never intended to outlaw merely the fact 
of monopoly; the “one-third” stipulation is a necessary but not sufficient 
condition for remedial action. Instead, the emphasis is quite properly on the 
consequences of monopoly. But, in this connection, the Act has provided 
little guidance for the Commission. True, there is an attempt to define the 
“public interest” in terms of which monopolistic and restrictive practices 
might be evaluated, but the definition is at best ambiguous. 

Section 14 defines the “public interest” as being consistent with 


*Two of the ten members of the Commission are academic economists—Joan Robinson 
and G. C. Allen 
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the general economic position of the United Kingdom, to achieve— 

(a) the production, treatment and distribution by the most efficient 
and economical means of goods of such types and qualities, in such vol- 
ume and at such prices as will best meet the requirements of home and 
overseas markets; 

(b) the organization of industry and trade in such a way that their 
efficiency is progressively increased and new enterprise is encouraged; 

(c) the fullest use and best distribution of men, materials, and industrial 
capacity in the United Kingdom; and 

(d) the development of technical improvements and the expansion of 
existing markets and the opening up of new markets. 


These are, of course, more the words of the politician than the lawyer or 
economist. To the latter, they are generalities, scarcely capable of being inter- 
preted as guiding principles in concrete cases. From the Parliamentary debates 
prior to the Act’s passage, however, there is evidence that the framers be- 
lieved it better to allow a more specific definition to emerge from “test cases 
on which the Commission can build up a useful case law.”* In view of this 
intention, the manner in which the Commission has proceeded to interpret the 
“public interest” is of significance. 

5. In all the industries examined, the Commission’s criteria of the “public 
interest” have in essence been that of reasonable levels of prices and profits 
and effective freedom of entry. Under the first criterion, the Commission has 
condemned common manufacturers’ prices and resale price maintenance as 
unduly restricting the degree of both price and quality competition.* Under 
the second criterion, exclusive dealing and collective boycott arrangements are 
condemned as preventing “flexibility and economy in methods of distribution” 
and as minimizing “the introduction of new and possibly more economical 
methods of manufacture or production.” 

Thus, for the dental goods industry, the Commission regards the group of 
companies headed by the Amalgamated Dental Company as having “used with 
moderation the great power which it has derived from its substantial hold on 
the market,” but believes that its prices and net profits have been unneces- 
sarily high. A reduction of prices is accordingly recommended.’ With less hesi- 
tancy, the Commission interprets the use of exclusive dealing and collective 
boycott arrangements by the Association of Dental Manufacturers and 
Traders as having had undesirable results in restricting entry of dealers into 
the industry, bolstering resale price maintenance, and protecting manufac- 
turers’ prices, dealers’ gross margins, and net profits. The Commission states 
that since “almost every practice which in our view operates or may be ex- 
pected to operate against the public interest rests fundamentally for its en- 


*See also the more recent Debate on Monopoly Practices, June 15, 1951, Parliamentary 
Debates, Officia] Report, Commons, Vol. 488, c. 2689-2783. 

*The Lloyd Jacob Committee on Resale Price Maintenance, established before the 
Monopoly Act, has also recommended that the collective enforcement of the practice of 
resale price maintenance should be made illegal. Cf. Report of the Committee on Resale 
Price Maintenance, Cmd. 7696 (London, HMSO, 1949). 

* Report on the Supply of Dental Goods, op. cit., pars. 214, 216, 217-18. 
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forcement on exclusive dealing and collective boycott, (we) recommend that 
these practices of exclusive dealing and collective boycott should be pro- 
hibited.” 

Similarly, the Commission recommends that trading arrangements in the 
cast iron rainwater goods industry should be amended to remove exclusive 
dealing arrangements and to eliminate minimum price agreements. These pro- 
visions are held to operate contrary to the public interest in certain important 
respects, namely: 


(1) Manufacturers and merchants who do not subscribe to the [trade 
associations’] Agreements are excluded from a share in the great bulk of 
the trade, while those who have subscribed cannot withdraw their sup- 
port without seriously jeopardising their business. 

(2) Owing to the operation of the minimum price agreements, the intro- 
duction of low cost methods of production is retarded. ... 

(3) No adequate incentive is given to buyers so to bulk and standardise 
their demands as to encourage foundries to specialise their production; 
nor is there any means by which any consequential saving, either in pro- 
duction or in distribution costs, can be passed on to the consumer.? 


Although the Commission views prices in the electric lamp industry as being 
moderate and recognizes the gains which have been achieved in productivity 
and the advances in technology, it recommends that price discrimination in the 
sale of lamp components should cease, the sales quota system should be abol- 
ished, quality limitations on certain types of lamps should be removed, ar- 
rangments for exclusive dealing and aggregation of quantity rebates should 
end, and the enforcement of resale price maintenance by means of the collec- 
tive sanctions of fines and the “stop list” should be terminated.’® There is no 
recommendation, however, that the common fixing of minimum manufacturers’ 
prices should be prohibited. But the Commission does state that such price 
fixing should only be allowed subject to two provisions—first, that members 
of the Electric Lamp Manufacturers’ Association take steps to ensure that 
the system of exchange of technical knowledge extends to all manufacturers 
who are within the system of common prices, and second, that the level of the 
prices fixed should be reasonable as so deemed by periodic government 
reviews." 

6. From the foregoing summary it is apparent that the number of indus- 
tries so far investigated by the Commission has been small and that the indus- 
tries which have been examined are relatively insignificant in the British 
economy. Moreover, under section 10 of the Act, only one Ministerial Order 
has been issued and approved by Parliament—that by the Minister of Health 
and the Secretary of State for Scotland (as the “competent authorities” for 
the dental goods industry) making exclusive dealing and collective boycott 
arrangements unlawful in the dental goods industry in so far as they are 


Ibid., par. 233. 

* Report on the Supply of Cast Iron Rainwater Goods, op. cit., par. 220. 
” Report on the Supply of Electric Lamps, op. cit., par. 264. 

" Tbid., par. 263. 
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intended or likely to have the effect of restricting entry into the trade or are 
used to enforce resale prices.’ 

Some of the Commission’s other criticisms have been met by the trade 
associations themselves. The Association of Dental Manufacturers and Traders 
have undertaken to revise their rules and regulations in conformity with the 
Commission’s recommendations, and dental manufacturers have reduced some 
prices for goods which the Commission considered to be yielding an undue 
rate of profit. Producers and distributors in the cast iron rainwater goods 
industry have also agreed to modify their trading agreements to meet the 
Commission’s objections. Similarly, the Electric Lamp Manufacturers’ Associ- 
tion has assured the Minister of Supply that its members are taking action 
to bring their arrangements into conformity with the Commission’s recom- 
mendations. 

It is still too early to assess in any detail the efficacy of monopoly control in 
Britain. Nonetheless, considering the alleged pervasiveness of the problem and 
the enthusiasm with which the Monopoly Act was first introduced, the results 
of the Monopolies Commission have not so far been impressive. It may be sug- 
gested that the Commission’s activities have been circumscribed by four 
factors: (1) an inadequate staff and limited finances,’* (2) doubts as to 
whether the Act’s gradualist approach which in effect provides only for ad hoc 
industry-by-industry investigations is preferable to the alternative of general 
legislation relating to practices common throughout industry, (3) confusion as 
to the Commission’s position with respect to other governmental controls 
(price controls, allocation of materials, etc.), and (4) a lingering prewar belief 
that in the event of a future slump price stabilization and control of output 
may be better than an unsheltered exposure to too much unrestricted competi- 


tion. 
G. M. MEIER* 


™ Dental Goods Order, §. 1, 1951, No. 1200, July 2, 1951. 

At the beginning of this year the total staff was only 55, and the total expenditure of 
the Commission for 1950-51 was £46,115. 

* The author is instructor in economics at Williams College. 


A Geometric Analysis of Recent Growth Models 


One of the by-products of the intellectual ferment touched off by the General 
Theory has been the revival of interest in economic growth. As befits its im- 
portance, the problem of growth has been attacked from a number of vantage 
points, theoretical as well as empirical. A number of macroeconomic models, 
of varying degrees of abstraction and complexity, have been suggested. Some 
are concerned with alternative paths along which income may grow, the specific 
path taken being determined by the particular set of assumptions regarding the 
behavior of consumption and investment.’ Others are concerned with economic 
growth as a sine qua non of continuing economic stability. According to the 
theorists of the latter group investment and income must grow if depression 
is to be avoided in the capitalist economy. 


"See, for example, Professor Paul Samuelson’s “Interactions between the Multiplier 
Analysis and the Principle of Acceleration,” Rev. Econ. Stat., Vol. 21 (May, 1939). 
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Two theoretical approaches of the second type will be considered here. Both 
take the Keynesian short-run saving-investment analysis as their point of 
departure, and are concerned with the problem of maintaining the equality 
of saving and investment as the economy grows. Both employ the Keynesian 
concept of propensity to save. However, an important distinction between the 
two is found in the treatment of investment. One approach, here designated 
Type I, uses the acceleration coefficient (or accelerator), which is the ratio 
between investment and the change in income which induces the investment.* 
The other approach, Type II, employs the capital coefficient (or its recipro- 
cal), which is the ratio between capital stock and output or capacity (the capi- 
tal coefficient is used in both the average and marginal sense) .* The accelerator 
is a behavior coefficient, and the models which employ it emphasize the re- 
sponse of entrepreneurs to changes in income. The capital coefficient is a tech- 
nological one; models which use it stress the effect of investment on capacity. In 
order to simplify the mathematics, the models presented thus far in the litera- 
ture have assumed that these coefficients are constant. 

The purpose of this paper is twofold: (1) to suggest a diagrammatic method 
of representing these mathematical formulations of the growth problem for 
those who prefer to employ geometrical tools; (2) to provide a simple geo- 
metrical method of dealing with acceleration coefficients, capital coefficients, 
and propensities to save which are not necessarily constant. 

Type I. The fundamental assumptions are that saving is a constant per- 
centage of income and that investment depends on the rate at which income 
increases.* If we assume some level of income in the current period, there re- 
sults some quantity of saving, the magnitude of which depends on the com- 
munity’s propensity to save. In order for entrepreneurs not to be disappointed, 
there must be forthcoming in this period investment equal to this amount of 
saving. Since investment is geared to the change in income between two periods, 
it is essential that income grow if this equality is to obtain. Moreover, as will be 
presently shown, it is necessary that income grow by greater and greater 
amounts if equilibrium (in the sense of equality, period after period, of invest- 
ment and saving) is to continue. The rate at which income must grow de- 
pends on the values assumed for the acceleration coefficient and the propensity 
to save. 

Figures 1 and 2 are geometrical treatments of growth models which involve 
the acceleration principle. In both diagrams saving S is a function of income. 
In Figure 1, S is assumed to be a constant percentage s of income of the pre- 
ceding period, so that, for example, saving of S,Y, available in period 1 results 
from the income OY, of period 0. In Figure 1, J is a constant fraction v of 
AY; v, the ratio of J to AY, is the acceleration coefficient. 


* The reader is referred to R. F. Harrod, “An Essay in Dynamic Theory,” Econ. Jour., 
Vol. XLIX (March, 1939); also cf. Mr. Harrod’s Towards a Dynamic Economics (London, 
Macmillan and Co. Ltd., 1948). The treatment of Type I is based chiefly on Harrod’s model. 

* See the following papers of Professor Evsey Domar, upon whose work Type II is based. 
“Expansion and Employment,” Am. Econ. Rev., Vol. XXXVII, No. 1 (March, 1947); 
“Capital Expansion, Rate of Growth, and Employment,” Econometrica, Vol. 14, No. 2 
(April, 1946). 

* Investment, saving, and income are in all cases net of depreciation. Although a constant 
price level is assumed, the analysis could be carried out with a variable one 
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Let income initially be 0Y,. If entrepreneurs are not to be disappointed, 
S,Y>, the saving available for period 1, must be matched by equivalent invest- 
ment (resulting from the income change between period 0 and period 1) in 
period 1. Hence, in order for this amount of investment /,Y, to be forthcoming, 
income must rise between periods 0 and 1 by Y,Y,. This income increase is de- 
termined by drawing the investment function from the point Y, at a slope 
equal to v, the value of the acceleration coefficient. The point at which the 
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Ficure 2 


investment function Y,J’ crosses the dashed line drawn from S, parallel to the 
income axis gives the requisite investment /,Y,, and hence the amount of 
income increase necessary to induce this investment must be Y,Y,, or S,J;. 
With income at the higher level 0Y,, saving available in period 2 will be 
S.Y,, which is greater than that available in the preceding period. Hence in- 
vestment in period 2 will have to be equal to /,Y,, and hence income must 
rise by Y,¥,. This latter income growth requirement is ascertained by con- 
structing as before the investment function Y,/” from the point Y,. It will be 
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observed that the second income increase must be greater than the first. Thus 
both investment and income are required to grow by greater and greater 
absolute amounts, If income grows at less than the required rate, a piling up 
of inventories occurs, with consequent entrepreneurial disappointment.® 

It is clear from Figure 1 that the income change necessary to induce any 
given amount of investment is smaller the greater is v, and conversely. To the 
extent that it is more difficult to obtain a large increase in income than a small 
one, the likelihood of maintaining equilibrium will be greater with a high than 
a low v. Turning to the saving schedule, a steep slope s to the S function means 
that as income grows, S grows rapidly, requiring a high / and, with a given v, 
a high rate of growth of income. Thus with a low s and a high 7 relatively little 
growth is required. The situation requiring the most expansive kind of econ- 
omy is one marked by a high s (implying a large S at any given Y, calling fora 
high /), and a low v (implying that the required investment can only be called 
forth by a large change in income) viz., by a high growth rate.® 

The method can be readily generalized to include S and / functions which 
possess autonomous components and non-constant slopes (i.e., neither pass 
through the origin nor are linear). An example is given in Figure 2, where 
saving is again a function of income of the preceding period. Here the accelera- 
tion coefficient is not constant, as in Figure 1. In the model shown, income 
must grow ultimately by constant absolute amounts to preserve equilibrium. 

Type 11. This approach to the problem of growth emphasizes the dual char- 
acter of the investment process: investment not only generates income, but it 
also increases productive capacity. This means that although investment and 
consumption expenditures together may bring about a level of income at which 
all resources are fully employed this year, the same income level will be inade- 
quate to provide full employment next year. It will be inadequate because of 
the new capacity created by this year’s investment. Inasmuch as the full em- 
ployment income level is higher at the end of this year, it is essential that 
income (and—assuming stability of consumption habits—investment) grow 
next year, if full employment is to be maintained. 


* If income grows at a rate in excess of the required rate, a running down of inventories 
results. 

* The required growth condition represented in Figure 1 can be derived from the diagram. 
For equilibrium it is required that 

(1) I; = S:. From the S function we have 

(2) S; = s¥+:-1, and from the J function 

(3) Ip = v( — Thus it is required that 

(4) s¥s:-1 = — Hence 


Vv 


(5) ( = Ys. Thus is r+ 1, where r is the required rate of 
v 


growth, and 


5 
(6) r=—. 
Vv 
Although a lagged saving function is assumed in Figure 1, the analysis might equally 
well have been carried out on the assumption that saving is a constant percentage of the 


income of the same period. The required rate of growth in this case has the form 
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Figure 3 represents diagrammatically this type of approach to the growth 
problem. Equilibrium income is assumed to coincide initially with full employ- 
ment income at 0Y,. The saving function S and the investment function /’ 
are the usual Keynesian income determinants. The functional relationship be- 
tween additions to productive capacity (potential net value added—after de- 
preciation) and investment (additions to the capital stock) is given by the P’ 
function. 


a 
P Ss 
4 
= 
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The income @Y, is the initial equilibrium income under the conditions of the 
given J’ and S functions. At the end of period 1 the economy’s capital stock 
has been increased by S,Y,. The corresponding additional productive capacity 
which results is therefore, from the P’ function, S,P,, or Y,¥,. The ratio a of 
S,P, to S,Y, meaures the increase in productive capacity associated with the 
corresponding investment.’ The P’ function of Figure 3 assumes that a is 
constant. The full employment income level is now (0¥¢. It is clear from Figure 
3 that OY, will continue in period 2 if the consumption and investment func- 
tions are stable; however, in order to achieve the new and higher full employ- 
ment income OY, there must occur (if we assume a stable consumption func- 
tion) a rise of the investment function to /”, bringing about the saving-invest- 
ment equality at 0Y,. Thus, investment and income must grow. But this will 
result in yet another addition to capital stock, S,Y,, which is greater than the 
first, S,Y,, by the amount of the investment increase, S,P,. In order to ascer- 
tain the increase in capacity resulting from period 2 investment we construct 
a new function P” from Y,. It is drawn with slope a, since the ratio of the 
increment in capacity to investment is assumed unchanged. The capacity in- 
crease is, therefore, S,P,, or Y,V’,. Thus, not only does the capital stock in- 
crease by increasing absolute amounts, but the full employment income level 
does also: Y,Y,.* 

Various alternatives in the above interrelations can be indicated. Thus 0Y, 


*Note that J is the independent variable, while the capacity increment AP is the de- 
pendent variable; thus a is the tangent of angle P,Y,S,, and is the average productivity of 
investment. 
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could as well be secured, with virtually no addition to investment, by a fall of 
the saving function. Also apparent is the effect on the growth requirement of a 
higher marginal and/or average propensity to save. A generally higher average 
propensity to save involves a saving schedule at a higher level; this will neces- 
sitate higher annual investment to achieve a given full-employment income 
level; this will impose a large annual increment in capacity, causing the full- 
employment income level to shift out at a rate determined by the P func- 
tions. If, in addition, the marginal propensity to save is high, the annual incre- 
ment in investment will have to be correspondingly high as well. 

The significance of a variable a as the stock of capital grows can be made 
clear by considering the effect of a curvilinear P’ function, where a declines as 
/ increases in value.’ In this case capacity increases less rapidly than with a 
constant a, and by increasing, constant, or decreasing absolute annual amounts 
(depending on the nature of the successive P functions). This will necessitate 
increments in investment which are less than would be required with a@ con- 
stant. 

HAROLD PiLvin* 


“In this instance we may also derive the expressions for the required growth conditions 
from the diagram. The problem of growth according to this view is that of obtaining an 
increase in income equal to the increase in productive capacity. Now, the latter is, from 
the P functions in Figure 3, 

(1) AP = al, and, from the multiplier analysis, 

(2) AY = Al 1/a, where a is the marginal propensity to save; we require that AY = AP, 
so that from (1) and (2), we have 

(3) al = Al 1/a. Multiplying through by a gives 

(4) aal = Al. Thus the required absolute increase in / is aaJ, and for the rate of in- 
crease required, (4) divided by J gives 

(5) aa = 

*The model may be further generalized by assuming that the saving function is neither 
linear nor passes through the origin. 

* The author is at The Johns Hopkins University. He expresses his appreciation to Pro- 
fessor Evsey Domar and Dr. Edith Penrose, both of the Johns Hopkins University; this 
paper has gained materially in clarity of exposition from their numerous suggestions. 


Wicksell on Fiscal Reform: Comment 


It is highly appropriate that a centennial evaluation of the work of Knut 
Wicksell has appeared.’ It is also fitting that in such an evaluation primary 
emphasis is placed on Wicksell’s work in monetary and business cycle theory. 
His work on fiscal theory and policy is little known, especially to English and 
American students, and has surely not enjoyed the acclaim of his efforts in 
other fields. Unfortunately, Mr. Uhr, has, in his necessarily brief treatment of 
this phase of Wicksell’s work,* failed to convey some essential elements of the 
fiscal reform program proposed by Wicksell. 

Mr. Uhr’s discussion leaves the impression that, except for the rejection of 


* Carl G. Uhr, “Knut Wicksell—A Centennial Evaluation,’ Amer. Econ. Rev., Vol. XLI 
(Dee., 1951), pp. 831-60 
* Thid., pp. 835-38 
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simple majority approval of tax bills, and the requirement that each item of 
expenditure be matched by an item of taxation, Wicksell’s thought on fiscal 
matters was somewhat orthodox. The proposition that expenditures providing 
special benefits be covered by benefit taxation, and expenditures yielding gen- 
eral benefits be covered by ability-to-pay taxation, which is attributed to Wick- 
sell, must certainly be classified among the orthodox neo-classical ideas of 
finance policy. This proposition, in its normally accepted sense, was, however, 
not supported by Wicksell, and indeed his proposals were made in direct op- 
position to it. 

In Wicksell’s view the fundamental principle of taxation was that of equiv- 
alence between the contribution made to government and benefits received 
from government (Leistung und Gegenleistung). The developments which had 
caused the benefit principle to be placed in the background and the correspond- 
ing ascendency of the ability-to-pay principle represented to him a step back- 
ward in fiscal thinking, and had resulted in the establishment of a rather 
devious body of doctrine.* The benefit principle was superior in that it allowed 
some connection to be made between the total amount of government expendi- 
ture and the amount of taxes, whereas the ability-to-pay principle could be 
useful in determining only the distribution, not the total amount of taxes. 
Wicksell agreed with the soundness of Wagner’s proposal to apply the benefit 
principle when individual or group benefits were measurable and the ability-to- 
pay principle when benefits were immeasurable. But he departed from Wagner, 
and from later orthodox thinkers, in the extent to which benefits were measur- 
able and hence the benefit principle applicable. Admitting the difficulty of 
isolating specific benefits from government services, Wicksell still held that 
benefits from all expenditures made in the interest of present citizens were 
at least conceptually measurable.* These expenditures included all the normal 
general expenditures of the state, and Wagner’s claim that the comparison of 
the utility of general governmental services with the sacrifice imposed through 
taxation could only be made by the collectivity was sharply disputed. Accord- 
ing to Wicksell, if the utility of such services for the individual members of 
the community was zero, then certainly the utility of such services for the col- 
lectivity was also zero.° The expenditures which should be financed by taxes 
levied on the ability-to-pay principle were severely limited, and included only 
those incurred as a result of prior obligations on the part of the state, such as 
interest on the public debt.*® 

Another point of significance is closely related to the one discussed above. 
Wicksell also rejected the corollary purpose of financing general expenditures 

*Knut Wicksell, Finanztheoretische Untersuchungen (Jena, Gustav Fischer, 1896), p. 78. 
It should be mentioned here that my comments are based exclusively upon Wicksell’s work 
which is available in English and German; language difficulties prevent my becoming 
familiar with his work in Swedish. 

* Ibid., p. 84. 

* Ibid., p. 82. 

* Ibid., pp. 77, 84, 118. There is some indication that Wicksell would have included cer- 
tain welfare expenditures also in this category (p. 77). This point is not made clear. A 
contrary view seems also to be expressed (p. 114). In any case, the expenditures so 
financed would be relatively small, and should be specified in the constitution (p. 119). 
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by taxation based on the ability-to-pay principle, namely, the redistributing 
of incomes via the fiscal mechanism. This is important because Wicksell was 
strongly opposed to any acceptance of the prevailing income distribution, as 
Mr. Uhr has pointed out. He did not oppose redistribution, and in fact he 
proposed measures designed to modify existing institutions of inheritance 
and property.’ But he did oppose achieving redistribution directly by fiscal 
means. This was based on his fear that the ruling political groups, whoever 
they were, could always justify redistribution in their favor under the guise 
of the “general welfare” unless the fiscal controls implied in the consensus or 
unanimity principle were retained. The requirement of relative consensus or 
unanimity prior to approval of taxes plus the combined consideration of ex- 
penditures and taxes was proposed to insure that the state take no steps to 
benefit special groups primarily at the expense of other groups. This require- 
ment would likewise insure that the additional expenditures which were under- 
taken would be genuinely beneficial to general welfare.* 

The principle of voluntarism or willing approval in the payment of taxes 
for all normal expenditures of the state was central to Wicksell’s whole scheme 
of thought. In my opinion, Mr. Uhr has not sufficiently emphasized this point. 
Wicksell realized, of course, that complete unanimity among all individuals 
and groups represented only a goal which might be sought, not something 
which might be achieved.® His idea of a qualified majority represented a proxi- 
mate goal which could be attained. This qualified majority was to be as large a 
portion of the total representative body as the institutional and social setting 
permitted, and Wicksell indicated that this would amount to anywhere from 


two-thirds to nine-tenths.’° It is interesting that, even with this apparently re- 
strictive requirement, Wicksell expected that the state would begin to play an 
increasing rdle and take over many areas which had previously been left in 
private hands. This was because his proposals would insure that no group ever 
be coerced to submit to taxation for the financing of a project which was not 
approved by the group. Given this guarantee, individuals and groups would 
willingly give their approval to many forms of state activity which they would 


* Rather than supporting inheritance taxation as such, Wicksell proposed severe limita- 
tions upon the rights of the legatee. Although he is not specific on many details, he ap- 
parently would have required, first, that legatees be close relatives, and, second, that a 
maximum be placed on the amounts each was legally entitled to receive. Ibid., pp. 143-49. 

He supported Wagner in the proposal that the state should tax away unearned increments 
in capital asset values (capital gains). This was held to be especially important for real 
property since on ordinary goods gains tend to balance losses. Taxation might be extended 
to such gains, however, if the situation warranted. /bid., pp. 150-53. 

* As I have pointed out elsewhere, this requirement of relative unanimity of approval 
for taxes can be considered as guaranteeing the satisfaction of the Paretian conditions for 
increasing welfare. If there is unanimous approval of some allocation of the tax bill neces- 
sary to finance a proposed additional undertaking of the state, then the carrying out of the 
proposal will clearly make no one worse off, and some better off, at least in terms of 
preferences. “Knut Wicksell on Marginal Cost Pricing,” So. Econ. Jour., Vol. XVIII (Oct., 
1951), pp. 173-78. 

® Finanztheoretische Untersuchungen, p. 116. 

® Ibid., p. 117. 


‘ 
: 


602 THE AMERICAN ECONOMIC REVIEW 


stoutly oppose under the institution of simple majority rule." The “welfare 
state” of the Wicksellian construction was therefore considerably different 
from the situation achieved by the mere expansion in the public sector of the 
economy. 

Two changes in the institutional setting which have taken place since the 
time Wicksell wrote seem to make his proposals for fiscal reform deserving of 
even more careful consideration now than when they were first proposed. The 
first is the abandonment of the “myth” of the annually balanced budget as a 
result of the Keynesian impact on fiscal policy. This has removed even the 
loose relation which formerly existed between the approval of expenditures 
and the approval of taxes with which the expenditures are to be financed. The 
second is the increasing political cohesion of functional economic groups and 
the consequent sharpening of inter-group conflicts. Despite its relative dor- 
mancy since it was first proposed and its heterodoxy then and now, Wicksell’s 
program for fiscal reform in its broader aspects seems still to be correctly 
characterized by the “well-known Swedish economist” cited by Professor 
Ohlin: “Wicksell is almost never entirely right, in fact, he is not seldom 
entirely wrong; but you will find that he has dug a little deeper than anybody 
else in almost every problem at which he has been working.’’** 

James M. BucHANAN* 

Tbid., p. 115. 

* Bertil Ohlin, “Obituary: Knut Wicksell—1851-1926,” Econ. Jour., Vol. XXXVI (1926), 
p. 510. 

* The author is professor of economics at Florida State University. 


Graduate Students in Economics 


This is the third in a sequence of studies made of the lists of “Doctoral 
Dissertations in Political Economy in Progress in American Universities and 
Colleges” published annually in the American Economic Review, September 
issue. The first study appeared in 1930 (Vol. XX, No. 2, June 1930, American 
Economic Review), and covered all lists which were published from the very 
first year—1904 to 1928. The second study covered the period 1929 to 1940 
(published in the December 1942, Vol. XXXII, No. 4 issue of the American 
Economic Review). The present study covers the ten-year period 1941 to 
1950. In some cases, we shall reproduce summary information from the previ- 
ous studies in order to compare it with the results of the last ten years. The 
present study, therefore, covers more than just the 1941-1950 period, although 
the new information is limited to this period. 

The same techniques have been employed for all studies. It is important to 
point out that this is not a summary of students who have received their 
Ph.D.’s in economics; it is a study of students who have been reported by the 
various institutions as working toward their Doctor’s degrees. In going over the 
annual listings of “Doctoral Dissertations in Political Economy in Progress 
in American Universities and Colleges,” an attempt is made to eliminate dupli- 
cates from year to year by summarizing the most recent year first and then 
working backward by omitting all names from earlier lists which have been in- 
cluded in a later year. The last year studied under these circumstances is 
always by far the largest, since all names are used in this list. Interestingly 
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enough, the total number of candidates studied in each of the three periods is 
about the same—-2809 for the 1904-1928 period; 2811 for the 1929-1940 
period, and 2773 for the 1941-1950 period. The number of years in each of the 
three periods, of course, is not the same, so that the expected growth is in 
evidence in the number of candidates, with an understandable interruption dur- 
ing the World War II years. The most recent year analyzed (1950) shows 
approximately 750 names, which is considerably larger than that of any previ- 
ous year, and compares with less than 500 names on the 1940 list (these two 
years may be compared since each was a “last” year for one of the periods 
studied). 

The tabulated information is offered in approximately the same order that 
it has been given in the two previous studies. Table I lists the total number of 
candidates at the 41 institutions which had the largest number of candidates 


1941-1950 

Institution | oO | Per Cent 
Candidates | 
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Tasie I.—CANDmDATES PREPARING DocroraL TuHeEseEs, 1941-1950 anp 1904-1950 
1904-1950 
Number 
titution of Per Cent 
Candidates 
1 1,827 22.0 
2 1,060 12.8 
3 | 799 9.6 
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during the period under review (1941-1950). These institutions account for 
approximately 99 per cent of the total candidates for the period. At no time 
has the No. 1 position occupied by Columbia University been challenged. 

The “big four” has also remained the same during the entire period from 
1904 to 1950, and includes Chicago, Wisconsin, and Harvard, in addition to 
Columbia. The institutions holding second, third and fourth places have 
changed from period to period. Another significant change which has taken 
place in the order of listings has been the drop of Cornell, Yale, and Johns 
Hopkins, and the rise of North Carolina, Virginia, and New York University. 

The total number of candidates pursuing graduate work in economics for 
each year of the decade 1941-1950 is given in the summary right-hand column 
of Table II. First of all, as might be expected, the World War II years showed 
drastic declines in the total number of candidates doing graduate work. It 
would be necessary to go back as early as 1920 to find a year which was as low 
as 1945, when only 114 candidates were reported. Prior to the war years the 
figure had been in the 200’s and Table II indicates that by 1948 it again ex- 
ceeded 300. (The extraordinarily large number for 1950 has previously been 
explained by the fact that all years except the last one in the series have dupli- 
cates eliminated.) In general, the growth of the number of students doing 
graduate work in economics has in no sense been phenomenal, not even as great 
as the increase in total registration of the colleges and universities throughout 
the country. 

Table II also shows the number of candidates at the 18 institutions which 
had the largest number. These 18 institutions, during this most recent period, 
account for approximately 84 per cent of the total number of candidates re- 
ported. This is somewhat lower than the percentage accounted for by the 
eighteen leading institutions for earlier years; 89 per cent were accounted 
for by the 18 leading institutions for the earlier years. Among the institutions 
which were among the “leading 18” for earlier periods but which are no longer 
included in such a list are: Cornell, Yale, Johns Hopkins, Stanford, and Ameri- 
can. Institutions which are new to the list include: Toronto, Catholic, North 
Carolina, Virginia, and New York University. (Percentages for each institu- 
tion by five-year periods and for the total for the period are given at the 
bottom of Table II, These five-year period percentages may be added to those 
given at the bottom of Table II in the December 1942 study, if one wishes to 
make a comparison for the entire 1904-1950 period by five-year intervals.) 

Table III lists the subject matter fields of the dissertations of the candidates 
for the Ph.D. degree in economics. Beginning with 1942 (the second year of 
the present study), some changes were made in the subject matter classifica- 
tions. This prevents us from making an exact comparison with the distribution 
of subjects for earlier years. For several principal classifications, however, such 
as Theory, Agriculture, Labor, and Economic History, the classifications have 
remained approximately the same. 

For the period 1941-1950, one subject stands out over all others—Labor. 
Approximately one thesis in seven was being prepared in this field. Next in 
importance was the general field of Agriculture which had been the most im- 
portant field between 1924 and 1940. After Labor and Agriculture, a number 
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TaBLe [V.—INstTiTUTIONS GRANTING BACHELORS’ DEGREES TO 
DoctroraL CANDIDATES, 1941-1950 


CCRN.Y. 
Columbia 
Chicago Kansas St. Teachers 
Harvard Virginia 

California Cornell 

Wisconsin Utah St. Agricultural 
New York Miami 

Pennsylvania Nebraska 

State Univ. Iowa 

Michigan Total 

Texas 

Illinois 7 Others 

Minnesota | 

Ohio Foreign Countries 
Washington : Canada 

Brooklyn 3: China 

Princeton India 

Yale Egypt 

Dartmouth 1} Others 

Oberlin 

Swarthmore 

Northwestern 

Stanford Grand Total 


Amherst 
Alabama 


| 
Institution | Number | Institution 


® The listings failed to report the bachelor’s degree for 191 persons. 


of subjects are of about equal importance. These include Economic Theory, 
Economic History, Public Finance and International Economics. 

One of the interesting aspects of a study of the graduate students in eco- 
nomics is to learn of the institutions which have “sent” the greatest number 
into graduate work. Table IV shows the 31 institutions in this country which 
granted bachelor degrees to the largest number of students who later became 
candidates for the Ph.D. degree in economics. For the period 1941-1950, the 
City College of New York leads. As an institution where students work for 
the doctor’s degree in economics, the City College reports no candidates. Fol- 
lowing the City College are Columbia, Chicago, Harvard, and in general, the 
other schools which are also important in graduate work in economics. 

The changes that have been experienced over the period of the three studies 
(1904-1950) have been very noticeable. For the first period (1904-1928) Wis- 
consin was the institution which had granted the bachelor’s degree to the 
largest number who later worked for the Ph.D. degree, and Pennsylvania was 
second. For the period 1929-1940, Illinois was the leader, and Pennsylvania 
was again in second place in this respect. When summarizing the entire 47-year 
period, the schools which were most important as grantors of bachelor’s 
degrees to candidates who later worked toward the Ph.D. degree in economics 
were Wisconsin, Columbia, and Pennsylvania, in the order named. 

For the entire ten-year period approximately 9 per cent of the total candi- 
dates reported were women. This compares with approximately 8 per cent for 
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the period 1929-1940. In other words, there has been an insignificant increase 
in the proportion of women working toward their Ph.D.’s in economics during 
recent years. This may be at variance with what might have been expected in 
view of the large number of men who were called into military service during 
the war period. In 1944, 21 of the 142 candidates were women. During this 
war year, the precentage of women was approximately 16 per cent or nearly 
double the percentage for the entire period. The number of women working 
in the field, however, did not show any increase during the war period. Thus, 
graduate study in economics continues to be undertaken by more than ten 
times as many men as women. 
Lewis A. FRoMAN* 


* The author is president of Russell Sage College. 
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Welfare and Competition—The Economics of a Fully Employed Economy. 
By Trsor Scirovsky. (Chicago: Richard D. Irwin. 1951. Pp. xvi, 457. 
$5.50.) 

*rofessor Scitovsky’s contributions to modern welfare theory have been so 
outstanding that a book on that subject from his pen would be an event. This 
is not that book. It is a very important book, but in spite of the two words in 
its title, it is a book about Competition, not a book about Welfare. It is not a 
book of the Pigou type, which builds up a theory of Welfare Economics, and 
then applies that theory (among other applications) to the study of Monopoly 
and Competition. It is a book of the Chamberlin-Robinson type, which is 
primarily concerned with Monopoly and Competition; though it wisely goes 
back to Pigou in its use of the technique of Welfare Economics as a source of 
principles by which the various market-forms which it studies can be judged. 
The judgment which emerges is, on the whole, a very balanced judgment; 
Professor Scitovsky has helped us a great deal to get this difficult and con- 
troversial problem into proper focus. 

Instead of beginning, as I myself would rather wish he had begun, with an 
outline of the Welfare principles which are going to be applied, Scitovsky 
starts with a classification of market forms. Leaving on one side the case of the 
undeveloped market (characterised by isolated or only partly competitive bar- 
gaining) and the case of the controlled market (characterised by trade at pre- 
scribed prices) we are left with three main types, to the study of which almost 
the whole of the book is devoted. These are (1) perfect competition, in which 
both buyer and seller are “‘price-takers” (to use the elegant term which Scitov- 
sky borrows from Lerner, to mean the same thing as the “quantity-adjusters” 
of Frisch); (2) free competition, as Scitovsky calls it, being the imperfect 
competition with free entry of Mrs. Robinson; (3) restricted competition, or 
imperfect competition without free entry. It is of course admitted that actual 
markets do not always fit very exactly into these types, and that markets which 
approximate to one type co-exist with markets which approximate to another. 
Nevertheless, Scitovsky chooses to concentrate on his types, and to get out 
his main results in the form of comparisons between model economies, in which 
the one type of market or the other is established more or less throughout. 

The case of perfect competition is studied at considerable length, but (ex- 
cept towards the end) nothing that is very new seerns to emerge. The main 
purpose of the discussion is to show that the perfect competition model satisfies 
the static efficiency tests of welfare economies, which are introduced at this 
point, so that there is not much room to give them the general justification 
which they surely still require. It is fully admitted that the perfectly competi- 
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tive economy is a theoretical construction, which has never, even approxi- 
mately, existed. Its theoretical function is to serve as a standard of reference, 
by which the other forms that are nearer to the actual can be judged. 

This is the attitude to perfect competition theory which Scitovsky usually 
takes; but he does not always hold to it. There is another strand in his 
thought, which is related to an alternative conception of perfect competition. 
“At the beginning of the nineteenth century,” he tells us, “these markets 
|the perfectly competitive markets for materials and staple foodstuffs] were 
the only exceptions to the then almost universal rule of competitive bargain- 
ing; this fact led many economists of the time to expect competition to become 
more perfect and the number of perfectly competitive markets to increase with 
the passage of time” (p. 19). In fact, this has not happened; but supposing it 
had happened, would it have meant that the welfare optimum would have 
been attained, so that the wants of consumers would have been satisfied as well 
as they could have been from available resources? It hardly seems probable. 
The doubts thus raised lead Professor Scitovsky to append to his static 
analysis of perfect competition, in which perfect competition is a standard of 
reference, a dynamic analysis (Chaps. IX and X), in which perfect competi- 
tion has ceased to be a standard of reference, but is itself found wanting by 
some further (unspecified) criterion. 

The chief deficiencies which are discussed in these chapters are two. One is 
imperfect foresight (‘“‘cobwebs” and such like) which are shown to be more 
damaging in perfectly competitive markets than in markets where producers 
take more direct account of the behaviour of their competitors. This, it may be 
accepted, is a genuine deficiency of perfect competition, as usually defined; 
Scitovsky has done well to emphasize its importance and to bring it into some 
relation with his static theory. The other is concerned with the supply of 
capital to the individual firm. In effect, what is here contended is that though 
other markets may conceivably be perfect, the capital market, by its very 
nature, cannot be perfect; so that the only “perfect competition model” which 
could conceivably come near to being realised in practice is one in which the 
firm’s supply of capital is strictly limited—this limitation providing the ex- 
planation why the firm cannot grow to an immoderate size. The substance of 
these contentions may be granted, yet it remains inconvenient to admit an 
imperfectly competitive capital market into a model which is still called per- 
fectly competitive. It proves inconvenient as a matter of exposition; for since 
the imperfect capital market has to be studied before any general technique for 
the study of imperfect markets has been developed, Scitovsky finds himself 
obliged to concentrate attention on the special case in which the supply of 
capital to the individual firm is fixed. This is an interesting special case, but 
surely it is a special case, with rather peculiar properties. It is a pity that 
these peculiar properties are given, as a result of the classification adopted, 
more attention than they deserve. My own feeling is that the imperfect capital 
market belongs to the theory of free competition, not to that of perfect com- 
petition; there would have been less trouble if Scitovsky could have brought 
himself to deal with it in that place. 

One would indeed be glad to think of ways of transferring subjects from 
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Part Il (Perfect Competition) to Part III (Free Competition) ; for if Part II is 
rather long, and not (at this time of day) very original, Part III is novel and 
exciting. This is partly because no less than four of its six chapters are devoted 
to a special study of the firm under imperfect competition—“the Price-Maker’s 
behaviour’”’—which succeeds in making a remarkably fresh approach to a well- 
worn subject. One suspects that these chapters form the part of the book about 
which, for a while at least, most will be heard. 

The essence of these chapters may perhaps be summarised in the following 
way. Anyone who has thought at all about the matter will agree that the choices 
which confront an actual entrepreneur are exceedingly complex; though it is 
not difficult to write down (at least in symbolic language) a general description 
of them, the resulting maximisation problem is so difficult as to be quite un- 
manageable. It is unmanageable by the economist; and it is also unmanage- 
able, in these terms, by the entrepreneur himself. Some simplification is there- 
fore necessary. The economist, confronted with this problem of simplification, 
naturally proceeds by the method which he has found useful in other cases; 
he simply leaves out those aspects which he cannot conveniently handle, and 
reduces the problem to manageable terms by a process of exclusion. But this 
procedure is not open to the business man himself, who cannot abdicate his 
responsibility in this way. He has to seek an alternative means of simplifica- 
tion. If, therefore, economists and business men are to become mutually in- 
telligible, as they must do if economists are to be able to use business data and 
to have worthwhile views on business problems, a bridge between the business 
man’s simplifications and the language of economic analysis has got to be 
built. To the building of this bridge Scitovsky has made a notable contribu- 
tion. 

He begins from the economist’s end, with the familiar equation of marginal 
revenue and marginal cost. But, since he intends to go on at once to consider 
variations in the non-price ingredients in the seller’s offer (quality, advertising 
and so on), he proceeds at once to re-formulate the equation in a new way. He 
uses the term price-variation cost to mean the difference between price and 
marginal revenue; that is to say, price-variation cost is the cost of selling a 
marginal unit of output by the route of diminishing price. The classic equation 
can then be written in the form 

Price Variation Cost = Price — Marginal Production Cost 
or Price Variation Cost = Profit Margin. 

The advantage of this reformulation is that it can so readily be extended to 
deal with the non-price ingredients. It can readily be shown that quality im- 
provement, selling expenditure and the rest will each of them be carried to the 
point where their variation costs (similarly defined) will be made equal to the 
profit margin. The simplest way of envisaging the whole problem of selling 
policy is to think of each type of variation being carried up to the point where 
its (marginal) variation cost equals the profit margin. The central importance 
of the profit margin for the entrepreneur’s own conception of his problem is, 
by this simple device, made abundantly clear. 

It is further suggested that in most cases we shall expect the entrepreneur 
to begin by setting a profit margin, which will mainly depend on his estima- 
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tion of the competitiveness of the market confronting him, and to proceed sub- 
sequently by adjusting all the other variables to it. Logically, he ought to 
reconsider his profit margin everytime he makes an adjustment in another 
variable; but there will generally be insufficient information available to him 
to make such reconsideration worthwhile. Indeed, since the problem is one of 
simplification, it is practically less dangerous to simplify by assuming variables 
to be independent, and demand functions to be linear (or iso-elastic), than to 
simplify (as economists are tempted to do) by leaving variables out of 
account. 

To this brilliant analysis of the réle of the profit margin (the full range of 
which cannot be more than suggested here), Scitovsky adds—what has hitherto 
been very badly needed—a complementary study of time-factors in selling 
policy. What period of time should the business man take into consideration 
when fixing prices or when determining the other variables? Brushing aside 
such trivialities as customers’ annoyance at frequently changing prices, which 
have received too much attention in the literature, Scitovsky deals at length 
with three specifically economic factors, which can be used as the basis for 
a remarkably coherent theory. These are: (1) the costs of making a change, 
sometimes (but not always) small in the case of price-changes, nearly always 
considerable in the other cases; (2) certain indivisibilities; (3) the reaction- 
time of consumers, called by Scitovsky (not I think very happily) the “turn- 
over period.” About the last of these, in particular, quite a number of impor- 
tant things can be said. All three factors usually work against frequent changes 
in selling policy, though they have other more special effects in addition. Thus, 
for instance, slow reaction-times work in favour of stability, but they are also 
inclined to set greater obstacles in the way of price-reductions than of price- 
increases. Even in a competitive market (so long as it is not perfectly competi- 
tive) prices must usually be expected to come down more slowly than they go 
up. 

We are now three-quarter way through the book, but the most important 
things which Professor Scitovsky has to say still lie ahead. These are chieily 
to be found in the remaining chapters (XV-XVI) of Part III, which deal 
with the Conditions of Free Competition, and the Efficiency of Free Competi- 
tion, respectively. In these chapters the corresponding problems of Restricted 
Competition are already covered by implication; little therefore remains to 
be done in Part IV except to make some of the consequences of Chapters XV- 
XVI more explicit. 

Many of the Conditions of Free Competition are familiar enough. There 
must be a “competitive spirit”; the technical economies of large scale must 
not be too overwhelming; and so on. To these familiar considerations Scitov- 
sky adds another, which is much more interesting though it may prove more 
controversial. Free Competition is most easily maintained in an informed 
market. An informed market is one in which buyers either are, or think them- 
selves to be, good judges of the quality of the goods offered. Uninformed 
markets, in which the consumer is a prey to the advertiser, most easily fall 
into a state of Restricted Competition. 

For this distinction two main reasons are offered. In the first place, it is 
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relatively easy for a new firm to enter an informed market. There will usually 
be little difficulty in devising a variety of product which will satisfy the spe- 
cial tastes of some consumers; in an informed market these consumers can 
readily and quickly be drawn to the new product when it is offered, so that 
the new firm has no great difficulty in making a start. The heavy advertising 
expenses, needed before a foothold can be established in an uninformed mar- 
ket, are a formidable barrier to the entry of new firms. The second reason is 
more subtle. In an uninformed market, a sufficient volume of advertising ex- 
penditure will usually enable a firm to hold its existing customers; this means 
that one of the limits to size which has been most stressed by economists—the 
limitation of entrepreneurial capacity—is relatively inoperative. Limited en- 
trepreneurial capacity may limit the rate of growth of a firm in an uninformed 
market, but does not limit its absolute size. But in an informed market, much 
entrepreneurial capacity is taken up with the mere holding of existing cus- 
tomers; this both limits the size to which the individual firm can expand, and 
it also limits the life of many firms. Thus the population of firms tends to be 
a floating population, for which “free entry to the industry” is not merely 
potential but actual. Though the other, more technological, factors must not 
be forgotten, there is, in Scitovsky’s view, a distinct correlation between the 
degree of informedness of a market and the freedom of competition in it. 

The reader who accepts this argument (for my own part I think I would 
accept it, though I am not quite sure how far it should be carried) has al- 
ready, even before reaching the crucial stage of the debate, been got into a 
state of divided sympathies. Which do we like better—the world of Free Com- 
petition, with its intelligent consumers, each of them a little entrepreneur in 
his own afiairs, or the world of Restricted Competition, in which all save an 
élite of entrepreneurs are progressively stultified, but which can use the Law 
of Increasing Returns to attain material wealth quite outside the other’s 
reach? This is indeed the dilemma with which Scitovsky confronts us. The 
use of welfare criteria to discuss the “Efficiency of Free Competition” simply 
drives it home. 

Free Competition is not Perfect Competition; it gets worse marks than 
Perfect Competition from the standpoint of the static welfare tests. The dis- 
crepancy between price and marginal cost, made explicit by the existence of 
the profit margin, has (in Scitovsky’s view) received exaggerated attention as 
a direct cause of departure from the welfare optimum. In a genuinely free 
market, profit margins (properly measured) cannot be very wide, and cannot 
prevent the attainment of an approximately correct relation of marginal costs 
between competing firms. There are two indirect consequences of the discrep- 
ancy which are more important. One is the tendency to an excessive number 
of firms (the Chamberlin-Robinson “excess capacity” which Scitovsky fully 
admits); the other is a bias against roundabout methods which involve pur- 
chase of materials from other firms, the cost of which is exaggerated by 
“pyramiding” of profit margins. In both of these ways the Freely Competi- 
tive Market takes less than full advantage of the economies of scale which 
are technologically open to it. 

In these particular respects Restricted Competition is likely to do better. 
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But Scitovsky owes it to his approach that he is in no danger of exaggerating 
these virtues—of falling into the adulation of Restricted (or rather of 
Controlled and Restricted) Competition which has been implicit in the 
work of too many of his predecessors. Though Free Competition has the 
defects which have been stated, it does at least ensure that a given output is 
produced by each firm as efficiently as possible (apart from the “pyramiding” 
point). Restricted Competition does not even give us that assurance. It is 
always unlikely that in an uninformed market consumers’ wants will be satisfied 
particularly well. Economies of large scale and capital-using technology are 
bought at a great price. 

This, more or less, is where Scitovsky’s argument takes us. But, having 
got there, is there not another thing, which Scitovsky does not say, which 
needs to be said? If anything of this sort is true—and it seems to me that in 
general, though not perhaps in every particular, the case is proved—is it not 
time that economists abandoned the discussion of these problems in terms of 
general models, Perfect Competition, Free Competition, Restricted Competi- 
tion and the like? The conclusion which has emerged from the study of these 
models is negative. In a world of large-scale production and scientific tech- 
nology (whatever may have been the case in a simpler world, but the same 
conclusion probably holds there too), there is no practicable market form 
which could be made to exist at all generally, and which does not have great 
disadvantages to match its advantages. The search for the ideal is therefore a 
will-of-the-wisp. It is time that we ceased to conduct these discussions on so 
general a basis. What is now needed is not a general theory of market forms 
but a technique by which we can most accurately and usefully assess the 
advantages and disadvantages of change—of practicable change—in particu- 
lar cases. What we need is a theory—it must, I think, be a continuation of 
our theory of welfare economics—which will enable us to treat each particu- 
lar problem, each particular proposal, on its merits. 

This reflection is in no way a criticism of the great service which Scitovsky 
has performed. It is no criticism of the guide who has helped us over the 
brow of a hill that he has not yet also led us into the more fertile country which 
now lies in front. 

J. R. Hicks 


All Souls College, Oxford 


The Theory of Inter-Sectoral Money Flows and Income Formation. By JouN 
Somerset CuipMan. (Baltimore: Johns Hopkins University Press. 1951. 
Pp. 154. $2.00.) 

To the reader not already acquainted and impressed with Professor Chip- 
man’s work, brief perusal of this volume will be convincing of the author’s 
very great technical competence. The book is entirely devoted to an examina- 
tion of the formal properties of the multiplier relation and the attendant 
mechanics of income formation when the economy is disaggregated into a 
number of sectors. In this case the problem becomes one of tracing the effects 
through time of an autonomous injection of expenditure into one or more 
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sectors on the income of those and the other sectors of the economy. 

Professor Chipman’s basic relation states that the effect of such an injection 
on any one sector’s income is the portion of the injection going to that sector 
plus the sum of the amounts each other sector will be induced to spend in this 
one (the change in the income of each other sector multiplied by its marginal 
propensity to spend in this one). By assuming constant marginal propensities 
to spend and a time lag (not necessarily of the same length throughout the 
economy—longer time lags are produced by fictitious sectors through which 
an expenditure is passed to delay it) these relationships become simultaneous 
first order difference equations, whose formal properties are carefully ex- 
amined. Here the author derives theorems and presents in convenient form 
others previously known, which describe the formal properties of the time 
path and the equilibrium values of income, etc., as generated by the system. 

The nature of these theorems is worth some consideration. There are those 
whose economic meaning is fairly clear. For example (1) if all sectors’ marginal 
propensities to extraspend (to spend in some other sector) are non-negative 
(a negative propensity would imply that the buying sector gets mostly in- 
ferior goods from the other), the total multiplier for the whole economy must 
exceed 14; (2) for the system to be stable the average of all sectors’ pro- 
pensities to intraspend must be less than unity; (3) if the marginal propen- 
sities are all non-negative, a single autonomous injection cannot result in 
oscillatory (“cyclical”) behavior in the time path of income. There are sev- 
eral other results of this nature. In addition there are the results on stability 
which are couched entirely in terms of the signs of determinants whose eco- 
nomic significance is by no means apparent, as the author himself points out. 

Now it is the impression of the reviewer that none of these theorems, even 
those of the first category, is of any direct “practical” relevance. Indeed, in 
this respect the spirit of the whole performance is as far from that of the 
classics or Marshall or Keynes as can be imagined. The works of those authors 
were conceived with reference to their relevance to issues of the day, and 
their commissions and omissions may perhaps largely be explained thus. Pro- 
fessor Chipman’s work, like much of contemporary theory (the reviewer's 
writing not excepted) seems concerned mostly with manipulative technique. 
One of its obvious virtues is its aesthetic appeal. As such the book is a most 
excellent performance. And indeed there is nothing in any sense undesirable in 
works of this character, so long as we are perfectly clear as to what they are. 

There is one general result which may be more directly “applicable.” This 
is a plausible observation which emerges again and again. Aggregation may 
tend to conceal more than it reveals unless the subgroup of which the ag- 
gregate is composed is not very heterogeneous. Moreover, it would appear 
that, at least in the model considered, “the greater is the degree of hetero- 
geneity within the economy, the more abnormal is the behavior of the econ- 
omy as a whole,” i.e., the more likely are instability, oscillatory behavior in 
the time path of payments and even, perhaps, negative multipliers. 

W. J. Baumot 


Princeton University 
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Man, Money and Goods. By Joun S. Gamss. (New York: Columbia Uni- 
versity Press. 1952. Pp. xii, 339. $3.75.) 

Gambs’ objectives may be summed up as follows: to write an introductory 
book about economic theories (comparative economics) rather than about 
one type of economic theory; and to present his ideas in a way which is (a) 
non-partisan, (b) clear, (c) lively and stimulating in its method of presenta- 
tion. The book is specifically for “mature earnest intelligent people who have 
a sincere interest in economic theory, but never quite made contact with 
it.” 

The types of theory which receive attention are: (1) “Standard” (neo- 
classical) economics, with particular reference to Marshall; (2) the “new 
economics” of the post-Depression era—Keynes and the “imperfect com- 
peters” are stressed; (3) dissident economics, which includes such names as 
Werner Sombart, John Hobson, R. H. Tawney, the Fabian socialists, Marx 
and his followers, and last (but by no means least) the institutionalists, with 
special emphasis on the work of Veblen and Mitchell. 

As an institutionalist, Gambs (Decline of the 1.W.W., 1932; Beyond Supply 
and Demand, 1946) might reasonably be expected to fall somewhat short of 
complete objectivity, and he does not disappoint us. His bias shows in the 
disproportionate attention paid Veblen and his highly sympathetic treatment 
of Mitchell (who was his early teacher). That he is more than a little allergic 
to pre-1930 economics is demonstrated by the small space given to its merits 
and the large space given to its faults. Post-1930 economics he finds more 
acceptable, but he manages to keep his enthusiasm for it well under control: 
“Thus we find that even the more recent developments of standard economic 
theory do not escape criticism. The best thing about the newer trends is that 
they have issued a strong challenge to the theory that came before. Out of 
this may come a genuine revolution in economic thought—not too late, let 
us hope, to save us from some of the disasters that threaten Christendom” 
(p. 120). 

But it must be admitted that before he moves on to more pleasurable ex- 
ercises, he pays his respects to the contribution of orthodox economics. It is 
not a long eulogy, for Gambs has more important matters at hand; but it 
is pithy. Should an orthodox economist happen to read it, he would savor it 
slowly and with considerable relish: 


Standard theory has—to say the least—taken on many of the preliminary 
jobs. It has made useful categories, defined terms, pointed out vulgar 
errors. It has, with the man in the street, seen that supply and demand 
determine price, but it has also seen that supply and demand are them- 
selves complexes. These it has sought to break down. If it has perhaps 
stressed too much its theory of value, it has perhaps also held that con- 
cept to be viewed in many lights. It has, apart from its strictly theoretical 
work, accumulated a vast amount of descriptive material about the eco- 
nomic universe and has, in many cases, suggested sound public policies. 
Several of its practitioners have helped to perfect the science of statistics, 
which has become an indispensable tool of the social sciences. Many severe 
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critics and dissenters themselves concede that the hard core of all economic 
thinking has been developed by standard theory and that others have 
only added, extended, embellished—in any event, have only built on foun- 
dations already laid (p. 104). 


And Gambs does concede that the dissidents (of whom apparently the in- 
stitutionalists form the most important group) “like standard theorists, are 
neither custodians of the whole truth, nor free from bias and error” (p. 174). 
Orthodox economists will perhaps be relieved to learn this. 

Gambs’ technique is to present, in turn, a list of salient features of each of 
the types of theory under consideration, and to follow this with an evaluation, 
also submitted in the form of a list, pro and con. This procedure is of course 
rather common; and, so far as it goes, is satisfactory. However, from the 
point of view of the neophyte, even the intelligent neophyte, integrated syste- 
matic summaries would greatly assist in the clarification of the issues in- 
volved. Gambs’ summaries, such as they are, cannot, by any stretch of the 
imagination, be termed masterly; thus the clarity of his presentation is ad- 
versely affected. It is possible that he feels that a further development of his 
summaries might tempt him away from the “strait and narrow” path of ob- 
jectivity. 

Gambs’ use of words is usually such as to leave little doubt as to his mean- 
ing. Occasionally, however, he uses terms and phrases in such a way that (at 
the very least) further elucidation is indicated. A few instances will suffice. 
The questionable words are italicized: 


The usual supply curve is like the semi-flat and up-going part of the aver- 
age total unit cost curve (p. 68). 

One way to preserve stability in the value of money is to hold approxi- 
mately constant the amount of money in existence (p. 222). 

The Germans held that a study of past economic phenomena would pile 
up a mountain of facts; that, through scientific induction, the mountain 
would yield important generalizations, principles and laws. Instead, it 
yielded a mouse (p. 13.) 


The author’s style is frequently lively and, for the most part, stimulating. 
His approach to the problem of graphical presentation (pp. 49-53) is novel 
and should be a definite help to the beginner. The illustrative material in the 
chapter on banking seems likely to make its appeal to many readers. In short, 
the special virtues of the book are its fluent, vivid style and its clever presen- 
tation of concepts which elsewhere frequently make dull reading for even 
professional readers. 

It is easy for the critic to say that this book could have been done better, 
but probably much more just to say that as an initial essay in the direction 
of popularizing comparative economic theory it is a valiant if not wholly con- 
vincing effort. 

Peter F. PALMEK 


Whittier College 
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Wealth and Income—aAn Analysis of the Economic and Financial Systems of 
Australia and Great Britain. By Brian Tew. (New York: Cambridge 
Univ. Press. 1951. Pp. ix, 307. $3.75.) 

This book represents an interesting attempt to use the Keynesian type of 
analysis as the basis of an elementary textbook. Just how elementary the 
author believes his treatment to be is difficult to assess, though he explicitly 
assumes that his readers need have ‘“‘no prior knowledge of economics.” Never- 
theless, the argument proceeds rapidly from very simple matters to those 
which require for their understanding at least some degree of sophistication. 
A teacher may therefore baulk at placing this text before the completely un- 
initiated, and the average student might be expected to read it with ad- 
vantage towards the end of his first academic year, but not before. Professor 
Tew’s other claim—viz., that his book is “to a considerable extent unorthodox 
in its arrangement and exposition, and to some extent original in matters of 
detail” —is well-founded, though at times he has perhaps been more conven- 
tional than he realises. The author has a lively mind and an obvious enthusiasm 
for the new approach, Nevertheless, there are occasions when this very en- 
thusiasm leads him to make statements or adopt approaches the truth or 
wisdom of which may be open to doubt. 

The over-all plan is a simple one. Part I concentrates on the structure of 
assets and liabilities for firms and financial institutions and prepares the 
ground for the macro-economic treatments of Parts Il and LI. In this first 
section, Professor Tew (when considering the Monetary Authorities) has 
chosen to combine the balance sheets of the commercial and central banks. 
This may be instructive, but is it (as he maintains) “legitimate”? Even in 
the United Kingdom and Australia, the commercial and trading banks still 
have some freedom of action and their activities therefore represent a still 
incompletely predetermined part of “total action.” This discussion leads into 
an analysis of what determines short-term interest rates, the bond rate of 
interest, and share prices and yields. The last chapters become somewhat 
technical and may frighten the less well-equipped student. There are also 
occasions when the author may mislead: £.g., is it a fair reading of history to 
state that “rates of interest on money and virtually all short-term obligations, 
except trade credit, are in effect determined at the discretion of the country’s 
monetary authorities”? Unless the authorities are prepared, if necessary, to 
create more and more bank deposits, the state of public opinion may well 
place limits on the extent of this “discretion.” Persuasion may be employed, 
but sometimes the public will mot be persuaded. Also, when presenting in- 
terest theory, there is still much to be said for a simple supply and demand 
approach (applied in a series of related markets), with government action 
introduced afterwards as modifying supply or demand conditions, as the case 
may be. Part II steps from the individual balance sheet to that for the econ- 
omy as a whole and analyses the way in which the community’s income is 
generated by various categories of expenditure. This is followed by a discus- 
sion of consumption and investment habits (with a simplified version of the 
multiplier, though insufficiently related to the fundamental assumption of 
available resources). The succeeding chapter on Material Investment is a 
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good one, but that on The Trade Cycle confirms one’s suspicion that it is 
virtually impossible to deal with this subject briefly and adequately. (But, 
even in a brief analysis, more emphasis should be placed on the ultimate 
role played by “ceilings” —i.e., the development of inelastic factor and mone- 
tary supplies during the boom.) Part III is in the same tradition as the pre- 
vious section but takes us beyond the individual economy to the world at 
large. The mechanism of overseas payments and rates of exchange is outlined, 
followed by a discussion of the interdependence between national income and 
the balance of payments (through the medium of the foreign trade multiplier). 
The unity of world economy is illustrated, on the one hand, by the inter- 
national character of the trade cycle and, on the other, by the need for an 
international monetary standard. No more than a final word is reserved for 
Bretton Woods and Havana. This is a useful book, full of good ideas (if, at 
times, a little wayward) and is a welcome addition to the textbook literature. 
J. S. G. Witson 
London School of Economics and Political Science 


Introduction to Economics. By Henry W. Spircer, (Philadelphia: Blakiston 
Co. 1951. Pp. 605. $5.00.) 

This new introductory text is designed as a companion volume to the 
author’s Current Economic Problems. As with most beginning texts, a clear, 
concise statement of purpose is included in the Preface which raises the hopes 
of one considering its adoption, but these expectations, as happens all too 
often, are not fully realized in the completed work. This text aims “at the de- 
velopment of a system—that is, of a comprehensive and consistent scheme 
in which each element gains perspective by being linked with the others” and 
in which micro- and macro-economics are integrated through the help of 
input-output analysis. 

Although the author is more successful than most in attaining his objec- 
tive, one becomes increasingly aware, in reading the text, that too much is 
attempted and too many elements introduced, so that perspective is lost 
rather than gained. This is perhaps the major criticism of the text. The 
author has paid little heed to the admonition of the American Economic Asso- 
ciation Committee report on the Teaching of Undergraduate Economics 
(p. 56): “Make up your mind” what you want to accomplish in the beginning 
course. 

The major element of “product differentiation” in this book lies in the 
arrangement of chapters rather than in their substance. After presenting 
various definitions of economics, Professor Spiegel gives a five-page summary 
of the history of economic thought, the value of which for beginning students 
many teachers will question. The money, credit and banking material is pre- 
sented in Chapters 3 and 4, substantially earlier than in the usual text, which 
has advantages but makes some of the explanations tortuous since the stu- 
dents know little or nothing about corporations or balance sheets. Nor, in- 
deed, can the malfunctioning of money or the adequacy of the money supply 
have much meaning to the student so early in his studies. 

The remaining and major sections of the book, Economic Goods in Isola- 
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tion and Aggregation, Private Accounts I: The Economics of Enterprise, Pri- 
vate Accounts Il: The Consumers’ Earning and Spending, Foreign and Gov- 
ernment Accounts, seem to this reviewer to be better planned and executed. 
The national income material is clearly explained, though its relationship to 
the subsequent micro-economics is less clear than the author hoped it would 
be. 

The value chapters conform to good contemporary theory and are written 
for the interested student and those planning to major in economics. A 
lengthy treatment is given to price elasticity (pp. 113-27) including differen- 
tial calculus and geometric proof. Perhaps it would have been more meaning- 
ful to have shortened this and included at least some discussion of income 
elasticity of demand. 

In the exposition of the laws of production (Chap. 12), the student is al- 
most certain to become confused as to the meaning of diminishing returns. 
Although a repetitious description is given of a physical-productivity schedule 
(pp. 284-93), nowhere is it clearly pointed out why the total, average and 
marginal product schedules behave as they do. And the explanation of the 
efficient range of input could well have been expanded to include a simple 
proof of the negative marginal product of the constant input under condi- 
tions of increasing returns, almost always a stumbling block to the beginner. 

The presentation of the cost curves is traditional and lucid. Considerable 
space is devoted to less than purely competitive situations and the student 
is given a good insight into cost, output and sales policies under conditions 
resembling those of the business world. 

The study of consumer behavior, the earning and spending of income, is 
notably well integrated with what has preceded it, and in turn is followed by 
foreign trade and the government accounts. It would perhaps have been better 
pedagogically to have discussed in some detail the economics of the govern- 
ment debt in the chapter on business cycles (Chap. 8), following the section 
on fiscal policy, rather than reserving this for the last chapter. Almost all 
teachers will be forced to discuss this issue before the students read about it 
in the text. 

This is a thorough and demanding text. Beginning students who absorb it 
will know a good deal of economics; there are many who will fall by the way- 
side. 

Joun CHALMERS 

Kenyon College 


Economic History; National Economies 


The Decline of Laissez-Faire 1897-1917. By Harotp U. FAULKNER. Economic 
History of the United States, Vol. VII. (New York: Rinehart. 1951. Pp. 

xiv, 433. $4.50.) 
Maintaining the standards of his distinguished contributions to American 
economic history in general and of his previous work on the particular era 
in question (roughly the quarter-century ending in 1920), Professor Faulk- 
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ner’s new book is a model of systematic organization and lucid exposition. 
The author has no axe to grind, at least of the doctrinaire historico-socio- 
economic theory variety. He does not argue for or against abstract ‘“philoso- 
phies of history.” He expounds the facts. To be sure, his selection of facts 
reilects a certain viewpoint, reveals the relative significance he attaches to 
various forces in historical development. But his “bias,” in this sense, is not 
obtrusive. Nor, in the reviewer’s judgment, is it naive, idiosyncratic, or, 
much less, quixotic. It is the viewpoint of a scholar aware that on the quest 
of truth in a world of relativity realism without rationalism leads only to a 
retreat, not an advance. 

The Foreword (p. vii) states that the book has “two central themes. One 
is the growing size of the business unit ... the second . . . the interventionist 
role of government in the economy.” A reading of the book confirms the ac- 
curacy of this statement. However, the reviewer ventures to suggest that if 
the author had been disposed to include a “third force” shaping the pattern 
of development, he might have contributed even more to clear understanding 
of the era. Had the changing position and prospects of labor during these 
decades been treated as one of the major themes, instead of as an incidental 
phase of the transformation of the industrial structure, on the one hand, and 
of governmental intervention, on the other, the study might well have been 
even more penetrating and illuminating than it is. Quite possibly from this 
somewhat broader perspective the reader might have gained a greater insight 
into the decade of disillusionment and drift which followed, and its denoue- 
ment in the devastating debacle of the ‘thirties. 

One misses, for example, any probing of the psychological implications for 
the wage-earner of his progressive disfranchisement, of the replacement of 
skills by repetitive routine,'of the subordination of self-expression in work 
to the discipline of factory organization on the one hand and of union organi- 
zation on the other, with incessant conflict and persistent frustrations as the 
result. One finds little suggestion of the significance of the steady dwindling 
of opportunities for ascent from artisanship to entrepreneurship, or of the 
relegation of independent business to “auxiliary” or “fringe” operations on 
the host-body of big business. Yet these were surely discernible tendencies in 
the two decades prior to World War I, and can it be doubted they were preg- 
nant with meaning for the two decades following? 

Of course, Faulkner might reply that he was writing an economic history 
of the era, and that for practical purposes economic history, nowadays, is 
business history primarily. Even so, the question of perspective remains un- 
resolved. The reviewer, for one, finds it hard to discover a good reason for 
omission of any reference to the creative work and pervasive influence of a 
Jane Addams, for example, when room is found for the Belmonts, the Hunting- 
tons, and scores of lesser lights. And why should the “realism” of William 
Dean Howells earn a salute, yet the trenchant commentaries of Thorstein 
Veblen be entirely overlooked? 

But let us not cavil. Within the limits of the task he set himself and the 
viewpoint he adopted, Faulkner has given us a remarkably vivid, consistent, 
and revealing picture of the era that began with McKinley’s dollar diplomacy 
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and ended with Wilson’s League, started with railroad high finance at its peak 
and closed with the Transportation Act of 1920, was ushered in with a 
triumphant trust movement and ushered out with the greatest strike wave in 
United States history. The author labels it the era of reform. It might equally 
well be called the era of transition. The author’s survey of the changes—suc- 
cessively in finance, foreign trade and investment, population pattern, tech- 
nology, industrial location, business organization, transportation media, em- 
ployment relations, and agriculture—provides a well-balanced panorama of 
the American economy in those fateful years. An introductory chapter gives 
a bird’s eye view of the epoch; and the concluding chapter, an interesting 
interpretation of laissez faire and its demise. 

The organization of the material, interweaving actual developments with 
changes in public policy, has many advantages and is skillfully executed. The 
outward course of events provides the main thread of the narrative. While 
changes in outlook and the climate of opinion are not ignored, they are neither 
the warp nor the woof of the discourse. They are introduced as occasional 
“asides,” but are illuminating for all that. 

Among minor features of the text, the forty illustrations add interest to the 
volume. In the reviewer’s judgment, however, this is much truer of the action 
pictures than of the twelve portraits of “mighty men” of the period. The style 
is simple and straightforward. To an economist, the historian’s turns of phrase 
are now and then amusing, and sometimes appear incongruous or exaggerated. 
To illustrate: “National City Bank formed National City Company by de- 
claring a 40 per cent dividend to provide $10,000,000 of stock for the new 
company” (p. 42). (For a similar unconventional form of expression, in dis- 
cussing the finances of C. & A. Railroad, see page 199.) “At... his death in 
1913, Morgan was the acknowledged financial dictator of the century” (p. 
44). Speaking of inventions, “At least half of these improvements were pro- 
duced in the United States” (p. 120). (Meaning they originated here?) On 
mechanization of agriculture, “Chiefly responsible for the adoption of me- 


supplied). Despite these blemishes, this book can be heartily recommended 
as collateral reading in undergraduate courses in current economic problems 
or in social science orientation courses. 


Myron W. WATKINS 
New York City 


The Transportation Revolution, 1815-60. By Rocers Tayior. (New 
York: Rinehart. 1951. Pp. xvii, 490. $4.50.) 

This excellent work containing, in addition to text, a comprehensive an- 
notated bibliography, and a statistical appendix of thirteen tables is Volume 
4 of the projected nine-volume series on the Economic History of the United 
States edited by David, Faulkner, Hacker, Nettels, and Shannon. Like the 
others in this series, this work is intended to be more than a textbook, al- 
though it will serve excellently as such. It is a remarkably complete and pleas- 
ing synthesis of the several strands of American economic history between 
1815 and 1860 excluding only the subjects of agriculture and land settlement, 
which are treated in another work in the series. Hence this book will be es- 


chanical power was the fact that it cost less than manual labor” (p. 333, italics 
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pecially useful for those concentrating on manufacturing, transportation, trade, 
labor, finance, and government. 

The author has followed the pattern developed by Sir John Clapham in his 
Economic History of Modern Britain and elsewhere in which economic his- 
tory is divided into the pre-railway age and the post-railway years. Thus, the 
driving element in economic change is seen to be the technological develop- 
ment in transportation. This thesis makes a great deal of sense if not pushed 
to extremes, especially in the light of modern theories of industrial localiza- 
tion. The title, although really too narrow for the book, is felicitous considered 
in this connection. After a very brief description of the marketing and pro- 
duction system under “merchant capitalism” prior to the transportation rev- 
olution, the writer treats in considerable detail and with excellent balance the 
important technical changes and entrepreneurial developments in all branches 
of transportation, including the merchant marine. This task occupies 150 
pages, or about 38 per cent of the text. He then proceeds to discuss in turn 
the effects of greatly reduced costs and increased speed on domestic and for- 
eign trade, manufacturing, wage earners, financial institutions, and govern- 
ment. The crucial chapter is the one on “Changing Costs and Speed of Trans- 
portation and Communication,” which sets forth the marked cost reductions 
and increased transport capabilities of the period in a most effective manner. 
The following two chapters on the reorganization of the domestic and foreign 
traffic patterns are very interesting. The treatment might possibly have bene- 
fited by some reference to recent theoretical works on the location of industry, 
but this is a minor point. On the whole, the further ramifications of the 
changes in transportation are implicitly indicated rather than explicitly 
stated. 

The author has also paid more attention than has been usual to the recent 
studies in business history, and consequently the book contains a substantial 
amount of material on the evolution of the business firm. The economic ma- 
chine, therefore, is seen in a somewhat more realistic light than is commonly 
found in works which pay attention only to the so-called “great forces” in 
economic history. In no sense is this work a thorough history of business or- 
ganization and management, but its pattern of approach is most welcome. 

In a few places one might question the interpretation. For example, the 
decline of the American re-export trade after 1830 is attributed to the relative 
decline of the American Merchant Marine, whose difficulties were in turn 
caused by changing cost relationships. Undoubtedly this is true in part, but 
there were also under way basic changes in the structure of marketing. In 
particular there was developing a specialization between shipping and trading 
of such a nature as to eliminate the maritime merchant engaged in the owner- 
ship of vessels and in the assembly of diverse cargoes in favor of specializa- 
tion in either trade or transport, and favorable to direct shipment by the cheap- 
est common carrier. 

This reviewer has found very few statements of fact or of interpretation 
with which to quarrel. The book is well written and pleasingly set up. It is 
a valuable contribution to the synthesis of our economic history. 

Joun G. B. Hurcuins 

Cornell University 
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Men in Business: Essays in the History of Entrepreneurship. Edited by Wit- 
LIAM MILLER. (Cambridge: Harvard University Press. 1952. Pp. ix, 350. 
$5.00.) 

“Our world . . . can no longer afford to leave to anecdote the problem of why 
men in business behave so differently all over the globe.” This is the text for 
twelve authors of the eleven essays in Men in Business. The men are mostly 
American, though Frenchmen are studied in two papers and a Canadian is the 
subject of another. The book appears under the sponsorship of the Harvard 
Research Center in Entrepreneurial History. 

A collection of independent essays, the work exhibits the unevenness of qual- 
ity, interest, and, probably, importance which joint authorship makes it diffi- 
cult to avoid. In the leading paper, “The Entrepreneur and the Social Order,” 
Sawyer explores the social determinants of the lag—judged by American stand- 
ards—in French entrepreneurship. Substantial evidence is presented for the 
conclusion that “with exceptions, the French businessman has /imself been 
unable to slough off the anticapitalist sentiment in his social inheritance.” 
Landes’ “Bankers and Pashas” deals with high finance during the Egyptian 
cotton boom of the 1860’s. Of banker Dervieu, the author says: “An honest 
man at heart, he had reconciled within himself the contradiction between 
selfish and guileful motives of profit and a sincere desire to see Egypt prosper.” 
Reading the fifty pages leading up to this pronouncement left me with a much 
less charitable impression of this master of capital. ‘““A New Way to Pay Old 
Debts” (Aitken) delves unexcitingly into a case of Canadian entrepreneurship 
at the level of the country store. 

On the American side, Lamb’s essay, “The Entrepreneur and the Com- 
munity,” traces some influences of families and “extended-kinship” groups 
on the development of New England towns. To carry forward this type of 
research the author wants “students of entrepreneurship, working with politi- 
cal, social, and economic historians,” to practice model-building—not a very 
promising suggestion, it seems to me. Miss Gregg draws upon unpublished 
records to study John Stevens, New Jersey’s first transportation tycoon. I’m 
sure I had never heard of horse-boats; fortunately, this is not the most sig- 
nificant point in this story of monopoly and competition in the age of Fulton. 
Wohl’s businessman, Henry Noble Day, was a Yale-trained divine who jumped 
from a professorship into numerous railroad and real estate ventures in Ohio. 
Day tried to show in practice that, “The characteristics which Christianity 
. ». seems to require are chiefly vigor of invention, skill in execution and sub- 
scribing to the true end of industrial arts—utility.” After spectacular but 
short-lived successes, he returned to the classroom. 

Passer’s article on Frank Julian Sprague, the father of electric traction, 
deals competently with the financial problems of a successful “engineer- 
entrepreneur.” Chandler’s “philosopher of management” is Henry Varnum 
Poor, the editor of the American Railroad Journal and a sort of entrepreneur 
by proxy. It was Poor who, a century before Berle and Means, castigated cor- 
porations because “their managers did not own and their owners did not 
manage.” An essay by North, analyzing the changes in life insurance which 
made this business so important in capital accumulation, contrasts conserva- 
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tive life insurance executives with the presidents of the “big three,” who were 
“oriented to acquisitive accumulation in the interests of size and dominance of 
the industry.” Miller’s essay and an article by Misses Gregory and Neu re- 
turn to the dissection of the business élite. Considered together, the two con- 
tributions multiply our doubts that self-made men—the heroes of Horatio 
Alger—were more common in the 1870’s than in the present century. 

A biographer, more or less, the entrepreneurial historian has an advantage 
over the business historian who chronicles the bloodless life of the corpora- 
tion or an industry. Something more, however, than the inherent interest of the 
subject should be required to establish his place among social scientists. If, as 
the present batch of essays suggests, entrepreneurial functions in their his- 
torical settings are complex and often distressingly indeterminate, neverthe- 
less it would be foolish to deny their relevancy to the study of economic de- 
velopment. It is safe to say that as long as business records survive and clean 
paper is made available to publishers, Men in Business will have many sequels. 

Ropert S. 

Duke University 


British Trade and the Opening of China, 1800-42. By MicHAEL GREENBERG. 
(London and New York: Cambridge University Press. 1951. Pp. xii, 238. 
$4.00.) 

This is a study of an important transitional period of British trade with 
China. From the late seventeenth until early in the nineteenth century this 
trade was based on the English demand for Chinese tea, was handled by a 
British monopoly—the East India Company—which dealt with a Chinese 
monopoly, the Cohong, and was confined by the Chinese government to the 
port of Canton. Because the Chinese were little interested in foreign products 
during the earlier period, the Company had difficulty importing into China 
enough goods to pay for the tea demanded by the English market. But toward 
the end of the eighteenth century it was found that the Chinese would buy 
Indian cotton and, even more readily, Indian opium. This discovery led to 
the important changes in the trade which Mr. Greenberg analyzes. 

The East India Company did not itself participate in the China opium 
trade, partly because the Chinese government had forbidden the importation 
of opium (in 1800), and partly because the Company customarily licensed 
private traders to carry on trade between India and China—the so-called 
“Country Trade.” The opium trade grew so rapidly after 1800, thanks to the 
connivance of private British and Chinese traders and corruptible Chinese 
officials, that even tea took second place. At the same time the British Agency 
houses which brought in most of the opium became increasingly independent 
of Company, Cohong, and even the Chinese government. In the end both 
Company and Cohong were destroyed and Anglo-Chinese relations were 
placed on an entirely new basis. 

After a brief historical survey and analysis of the Canton commercial sys- 
tem, Mr. Greenberg devotes chapters to: the Canton trade generally from 
1800 to 1834, the opium trade, the business and financial organization of the 
Agency houses, the victory of the Agency houses over the East India Com- 
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pany, and the ways in which the Agency houses profited from the Opium 

War (1839-1842). His principal source consists of the hitherto unused papers 

of Jardine Matheson & Co., the leading Agency house and still the leading 

British firm doing business in China, whose records go back to 1799. The work 

is well organized, carefully documented and interestingly written. Although 

it treats the Chinese side of the trade only superticially, it contributes sub- 
stantially to our knowledge and understanding of the British side. 
KNIGHT BIGGERSTAFF 

Cornell University 
Food and Money in Ancient China, Han Shu 24. By Nancy Lee Swann. 

(Princeton: Princeton Univ. Press. 1950. Pp. 482, English text; 79, 
Chinese. $10.00.) 

The Argumentation of the “Shih-huo-chih” Chapters of the Han, Wei, and 
Sui Dynastic Histories. By Rua C. Biue. Harvard Journal of Asiatic 
Studies, Vol. 11. (Harvard: Harvard Univ. Press. June, 1948. Pp. 118. 
$2.00.) 

The economic history of early China has in recent years been made more 
fully accessible to western readers. There were some early fragments, but the 
record really begins with the publication, 1895 to 1905, by Edouard Chavan- 
nes, of the French translation of the S/ih Chi, an important history originally 
published about 90 B.C. Though the Shik Chi has no chapter specifically de- 
voted to economic matters, there are relevant passages. Esson M. Gale has 
made several contributions: “Historical Evidences Relating to Early Chinese 
Public Finance” (1929), and, even more substantial, Discourses on Salt and 
Iron, a debate on state control of commerce and industry in ancient China 
(1931). And there have been other contributors. 

Now Miss Blue and Mrs. Swann present from the Han Shu (a second gen- 
eral history, published about 100 A.D.) chapters relating specifically to eco- 
nomic matters. Once this example had been set, of including an economic 
chapter in a dynastic history, it was followed in succeeding dynastic histories 
—as the very title of Miss Blue’s article indicates. The chapter title has been 
rendered as “Food and Money” by Mrs. Swann. But each of the two charac- 
ters had a broader meaning than this. The word “food” extends to grain. 
agriculture, and the entire economy marked by payment in kind. The word 
“money” has a meaning almost the same as Aristotle’s “chrematistics”: that 
sector of the economy into which money had penetrated. It covers commerce, 
usury, and the amassing of pecuniary fortunes. Each deals with aspects of 
public finance. 

Though the Han Siu does not essay to describe the schools of economic 
thought, items in that field are to be found. There was a conflict between the 
laissez-faire school of Confucians and the ministers of the Han state, who 
were more or less “legalists’” and opportunists. As is reported here—and more 
fully by Gale in the work mentioned above—there was a famous debate in 
81 B.C. The imperialist monarch Wu had bankrupted China, and then had 
plunged the nation into salt and iron monopolies, and into other commercial 
ventures: he had expropriated the wealthy merchants in 115 B.C. The monopo- 


BOOK REVIEWS 627 


lies were continued under his successor. In the debate, the ministers apparently 
defeated the Confucians; but in 44 B.C. the Confucians entered and domi- 
nated the ministries. There followed a laissez-faire period in which, inci- 
dentally, there were phenomena resembling business cycles. 

Wang Mang usurped the throne in the lifetime of Christ, and reversed the 
laissez-faire policies. He introduced control of prices through the storing and 
transport of goods (particularly grain). He attempted to nationalize the land, 
and to nationalize or free the slaves. 

Although the title of her book mentions only one chapter of the //an Shu, 
Mrs. Swann also includes most of Chapter 91, biographies of wealthy men 
and many passages from the earlier history, the Shi/: Chi. The reader will find 
interest not only in the direct translation, but also in the helpful notes and 
summaries. Many interesting items are discussed: the value of horses, grain, 
and other goods, the amount of salaries, agricultural technique. 

The Han Shu and the other works cited deal primarily with the Han 
Dynasty. But there are passages dealing with earlier history—how the early 
monarchs endeavored to get the people to settle down to an orderly agricul- 
tural life, how they fought floods and famines, regulated the allotment of 
pasture lands and fields, taxed farmers and merchants, established markets, 
sometimes favored and sometimes opposed the merchants, attempted to en- 
rich the people and to equalize wealth. 

On weights and measures, the reviewer again takes slight issue with Mrs. 
Swann. In general, her report is very illuminating. But the very words “light” 
and “heavy” had developed a particular meaning which she fails to note. She 
is a student of coins, and when a coin is made “heavier,” that word seems to 
have but one meaning to her. Actually, “light” and “heavy” were used to in- 
dicate cheap and dear, plentiful and scarce, even suggesting supply and de- 
mand. So when a coin was made heavy, it may merely have been declared 
more valuable, by fiat. But her history of coins is technical and informative. 

Mrs. Swann’s book is a beautiful example of the printer’s art. But, unfor- 
tunately for economists not well acquainted with the ancient Chinese, she 
makes it difficult to read. She uses terms from the jargon of sinologists, and 
abbreviated references to other publications that are so skeletonized as to be 
hard to follow. Yet this is the most significant work on ancient Chinese eco- 
nomic history in any western language. 

Lewis A. MAVERICK 

Southern Illinois University 


Economic Survey of Asia and the Far East, 1950, Prepared by the Secretariat 
of the Economic Commission for Asia and the Far East. U.N. Pub. No. 
1951. II. F.4. (New York: Columbia Univ. Press. 1951. Pp. xxiv, 541. 
$3.75.) 

This volume is the fourth annual survey of economic conditions in eastern 
and southern Asia, prepared by the United Nations’ Economic Commission 
for Asia and the Far East (ECAFE), with the cooperation of the member 
governments and with the collaboration of various divisions and specialized 
agencies of the United Nations. These annual surveys, kept more closely up 
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to date by ECAFE’s quarterly Economic Bulletin for Asia and the Far East, 
perform an invaluable service in assembling and organizing the scattered and 
imperfect data available on the urgent problems of this region. 

Like previous issues of this survey, the 1950 volume is divided into two 
main parts. The first, dealing with long-range matters, covers natural re- 
sources, labor supply, national income, and the activities and problems of 
economic development. In this part, the effort to give a comprehensive ac- 
count of various basic features results, perhaps unavoidably, in a good deal 
of duplication with earlier issues in this series. Future volumes might well re- 
strict this part to new or improved information such as the 1950 volume pre- 
sents on water resources, migrations of population, and national income. At 
the same time, the discussion of developmental planning, in comparison with 
actual achievements and available resources, deserves greater elaboration. 

The second part of the survey is concerned with the trends during 1950 in 
production, trade, finance and inflation. The 1950 volume gives more detail 
than its predecessors on transport, trade policies, currency and credit. The 
authors of the various sections are generally careful to indicate the deficiencies 
of the data, and to restrict inferences accordingly; but in some discussions 
(notably in the chapter on prices), there is a tendency to rush into causal at- 
tributions just where the data is thinnest. 

The two parts of this volume come to bear together on the dramatic turn 
of events in 1950: namely, the impact of the Korean war and subsequent re- 
armament upon underdeveloped countries just emerging from the rehabilita- 
tion of their war-damaged economies. It is evident that in Southeast Asia the 
immediate impact was agreeable. The rapid expansion of foreign demand 
was followed by rising prices for export products, improved terms of trade, 
shift of the balance of payments from a deficit to a surplus position, soaring 
profits and some stimulus to increased production. But the accompanying 
dangers of this export boom, in poor and immobile economies, also became 
evident before the end of 1950. The Asian countries began to struggle with 
inflationary pressures, the lag of domestic and foreign supply behind current 
income, the difficulties of sterilizing unusable increments of money incomes 
in general and of profits in particular, the restrictions on developmental assist- 
ance forthcoming from Western nations preoccupied with defense efforts, and 
finally the uncertainties of a boom proceeding from special and rather arbi- 
trary causes. Events since 1950 have in fact brought a recession from the ini- 
tial boom, as raw material prices dropped, as import prices rose, as produc- 
tion slumped when marginal producers ceased operations, and as current defi- 
cits of foreign exchange reappeared. 

It may be hoped that the 1951 ECAFE Survey will provide an account of 
these trends in more detailed and functional terms than have been employed in 
the present volume. Additional information is needed on the distributive 
shares of the increments in export earnings; on the allocation of profits among 
expanded production, commodity speculation, and luxurious consumption; on 
the expansion of credit from sources outside the commercial banks; on the 
disposition of increments in mass incomes; on the elasticity of domestic sup- 
ply of consumer goods and services; and on the course of prices outside the 
chief cities. Such information is essential for explaining why an autonomous 
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increase in exports provides so little stimulus to production and real capital 
formation in most underdeveloped countries. 


Epwin P. REuBENS 
Cornell University 


The Economy of Turkey, An Analysis and Recommendations for a Develop- 
ment Program. Report of a Mission sponsored by the International Bank 
for Reconstruction and Development in collaboration with the Govern- 
ment of Turkey. (Washington: International Bank for Reconstruction 
and Development. 1951. Pp. xxv, 276. $5.00.) 

This book contains the report of one of the technical assistance missions 
which, since 1945, the International Bank for Reconstruction and Develop- 
ment has been sending to various member nations at the request of their gov- 
ernments. This Mission consisted of James M. Barker as chief, B. U. Ratch- 
ford, deputy chief, and eleven other specialists. The report was prepared by 
Professor Ratchford with the assistance of four other economists of the Mis- 
sion, W. H. Nicholls, Murray Ross, R. A. Rennie, and R. W. Kerwin. Ac- 
cording to its terms of reference, the Mission’s purpose was to make a broad 
survey of the Turkish economy designed to enable the Bank to make recom- 
mendations to the Turkish government primarily on long-term policies con- 
cerning investment priorities among various sectors of the economy, methods 
and measures for raising agricultural and industrial production levels and im- 
proving efficiency in distribution, and public financial policies and administra- 
tive mechanisms appropriate to development policies. The Mission spent three 
months from June to September 1950 in Turkey. 

Its report is undoubtedly one of the most outstanding examples of economic 
analysis and policy recommendation by the technical advisory missions of 
the International Bank. It is of great interest not only because of the country 
with which it deals but also because of the straightforward way in which the 
complex subject is treated. Turkey has undergone extraordinary change within 
a single generation. Through the radical reforms of Kemal Atatiirk the country 
was modernized from almost medieval conditions. Since the early 1930’s it 
has turned more and more to a system of state enterprise and a policy of 
“étatism,” but the present government is pledged to encourage private enter- 
prise. Hence the Mission came at a most appropriate time. 

After an introductory survey of Turkey’s economic problems, the book 
analyzes the coordination of economic policies and activities and presents 
concise facts with critical evaluation. It recognizes the progress achieved in 
building various industries, expanding coal and electric power production, 
and building a sizable merchant fleet. But it does not mince words when it criti- 
cizes, and this it does unmercifully and constructively on the great issues so 
prominent in most of the underdeveloped countries. “The standard of living of 
the peasants, who constitute a large majority of the population, has not only 
failed to improve substantially, but in some respects has been adversely 
affected.” “. . . there appears to have been no appreciable increase in the per 
capita real income between 1936 and 1948.” The economic imbalance of the 
country is marked.” Waste and inefficiency in government and state enterprises 
are noted and their causes explained. The Mission found that: industrial devel- 
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opment has been emphasized at the expense of agriculture—a typical feature in 
many countries; Turkey has no adequate mechanism for guiding investment 
into the fields that should have priority; and fiscal policies have obstructed 
the growth of purchasing power. The Mission then proceeds to state its own 
program of development for a five-year period, and deals with the major parts 
of the economy and the chief issues of economic and public policy. The report 
is replete with major and specific recommendations on agriculture, industry 
and mining, transportation, education, public health, public administration, 
and domestic and foreign policy. It concludes with a concrete financial plan 
for development policies, and is adequately interspersed with statistical data 
as well as maps. 

If this reviewer had to choose an example of the international technical 
assistance studies that demonstrates up-to-date method of economic policy 
analysis, and makes clear what modern economic advisory services have to 
offer nations seeking advice, he would unhesitatingly select this Mission’s 
report on Turkey. It illustrates economic statesmanship at its best, and is 
evidence that the venture of inviting and sending this Mission was a prudent 
and profitable investment on the side of Turkey as well as the International 
Bank. The report's successful suppression of all nonessential data and details, 
and its excellent organization and presentation, are noteworthy. In its economic 
philosophy and practical approach, the report represents the essence of what 
the West has to offer in international cooperation toward economic develop- 
ment and expansion. 

KARL BRANDT 

Food Research Institute 

Stanford University 


Public Finance in a Developing Country: El Salvador—A Case Study. By 
Henry C. WaAtticn and Joun H. Apier with the collaboration of E. R. 
SCHLESINGER, FLORENCE Nrxon, and P. J. W. GLAESSNER. (Cambridge: 
Harvard University Press. 1951. Pp. xviii, 346. $6.00.) 

Another in the growing series of ‘‘mission reports” on the economic prob- 
lems of Latin American countries has now become available in English through 
the publication of a survey of the fiscal system of El Salvador, prepared by 
Messrs. Wallich and Adler and other members of the staff of the Federal 
Reserve Bank of New York.’ Despite a somewhat misleading title, this study 
is a comprehensive and well documented examination of public finance in El 
Salvador and its impact upon the national economy; it may in certain re- 
spects serve as a model for similar analyses of public finance in other under- 
developed countries. 

The report is divided into three main sections: (1) a concise summary of 
findings, (2) the body of the study, containing both descriptive and analytical 
chapters, and (3) eight appendices which support the tables and computations 
presented in the body of the report. The authors examine government receipts 
and expenditures in some detail and then proceed to an appraisal of the 


* Since the completion of this study, Mr. Wallich has been appointed professor of eco- 
nomics at Yale University and Mr. Adler has joined the staff of the IBRD. 
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impact of the fiscal system upon the consumer, the business community, the 
financial position of the government, the size, composition, and distribution of 
national income, and the currency and money supply. The appendices, which 
discuss national income, fiscal legislation and administration, consumer budg- 
ets, and the distribution of the tax burden, include hitherto unpublished 
data on the Salvadorean economy and various estimates prepared especially 
for this study. 

Although the book provides a complete review of the Salvadorean fiscal 
system and is for this reason useful to the Latin American specialist, the gen- 
eral reader interested primarily in the problem of economic development will 
find few generalizations and propositions applicable to the financing of eco- 
nomic development in other countries. In part this is due to the somewhat 
unrepresentative character of the country on which the mission reported. The 
fiscal and monetary experience of El Salvador, as the authors concede, is by 
no means typical of that of most Latin American economies. E] Salvador has 
for many years enjoyed internal financial stability, stable exchange rates and 
freedom from exchange control (‘a distinction almost unique in Latin Amer- 
ica,” the report observes), the central bank has pursued a policy of monetary 
neutrality, the Treasury has financed public works chiefly from tax revenues, 
and the government has not established development corporations or em- 
barked upon large-scale development programs comparable to those of other 
Latin American countries. 

The chief weakness of the book lies, however, not in its atypical country 
subject-matter, which must be accepted as given, but in its failure to fulfill 
the promise of the title and preface by dealing with the key problem of the 
role of public finance in national economic development. The few propositions 
and policy recommendations advanced are concerned almost entirely with 
short-run anticyclical problems and policies, and for the most part they re- 
affirm the analysis presented in Mr. Wallich’s other writings.* The study does 
not come to grips with the task of formulating a fiscal policy that will promote 
long-run economic development, nor does it undertake to evaluate the Salva- 
dorean fiscal system in the light of its implications for economic development 
or suggest changes in tax and expenditure policy that would increase the 
rate and enhance the character of El Salvador’s economic development. The 
brief discussion of government policy that is offered at various points in the 
book is often rather inconclusive (see pp. 219-20, for example). 

The objectives and scope of the report are thus better indicated by the 
title under which the Spanish edition was published in 1949: “Economic 
Impact of Public Finance—an Experimental Study in El] Salvador.”*® Within 
these terms of reference the study presents a competent and at times ingenious 
analysis of the Salvadorean fiscal system. 

Morris BORNSTEIN 

Washington, D.C. 


* See, for example, Monetary Problems of an Export Economy—the Cuban Experience 
1914-1947 (Cambridge, Harvard University Press, 1950). 

* Proyecciones Econémicas de las Finanzas Piiblicas—un estudio experimental en El 
Salvador (Mexico, Fondo de Cultura Econdmica, 1949). 
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Economic Consequences of Divided India. By C. N. Vaxit. (Bombay: Vora 
& Co. 1950. Pp. xvi, 555. Rs. 21.) 

It is too early to assess fully the economic consequences of the partition of 
India. The scene is changing rapidly, new factors are emerging, and it is not 
easy to separate the effects of partition from other causes bearing upon the 
economy of the Indian sub-continent. It is understandable therefore that this 
study is more documentary than analytical. Professor Vakil’s research as- 
sociates deal in thirteen chapters with various parts of the economy of India 
and Pakistan ranging from area and population to currency and banking. The 
findings of these chapters are very well summarized in an introduction which 
gives the reader substantial information on this complex problem. The follow- 
ing are the principal findings: 

The partition of the Indian sub-continent has led to an uneven distribution 
of area and population, India being burdened with a larger population in 
relation to its share in the total area. Partition could not solve the communal 
problem despite the large-scale migration of minorities from both countries 
involving 13 to 15 million people. There are still large numbers of Muslem 
in India and Hindu in Pakistan (mainly in East Pakistan). This migration 
has resulted in a refugee problem unparalleled in history both in its origin 
and magnitude. Surprisingly, much less is known in the Western countries 
about this refugee problem, settled without international help, than, for in- 
stance, about the Arab refugee problem. 

With the best irrigational facilities in the world going to Pakistan, Indian 
agriculture has become poorer and the food problem has been aggravated. 
Increased dependence on monsoons in India has intensified the element of 
uncertainty in agricultural production from year to year. 

At the time of partition more than 75 per cent of the raw jute produced in 
undivided India was grown in Pakistan while India proper had about 57 per 
cent of the jute looms of the world. Of the 394 cotton textile mills in undivided 
India only 14 were in Pakistan but more than 40 per cent of the long and 
medium staple cotton was produced in Pakistan. 

India has substantial mineral resources while Pakistan depends on imports 
for most of its mineral requirements. As regards waterpower resources, un- 
divided India ranked second only to the Soviet Union. Now the development 
of the water resources of Pakistan depends on Kashmir. 

The various specialized chapters of the book give recent factual and statisti- 
cal information on every aspect of the economic life of the sub-continent, thus 
providing a first comprehensive survey of India and to some extent also of 
Pakistan. The complementary character of the two economies in undivided 
India emerges clearly from this material. Pakistan used to supply India with 
raw jute, raw cotton, hides and skins, grains, and other food products, whereas 
India furnished to Pakistan coal and various manufactured goods, especially 
cotton textiles. In addition Pakistan obtained from India some vegetable oil 
and sugar. On the whole India had reached a higher degree of economic de- 
velopment than Pakistan. 

What have been and will be the effects of partition on the exchange of 
goods and services between the two countries? It seems that hardly any con- 
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sideration was given to economic matters when the partition of India was 
decided and no provisions were made to solve the many short- and long-term 
economic problems arising from it, including trade between the two nations. 
For a short while it looked as if trade might continue along the old established 
pattern. However, as indicated in this study, some important problems re- 
mained unsettled between the two countries and it could hardly be expected 
that trade relations would not be affected by them. Added to the Kashmir 
problem, the evacuee property question, which still remains to be solved, and 
other items, was the dispute about the Pakistan exchange rate when that 
country decided not to devalue its rupee in September 1949. A nearly com- 
plete trade deadlock developed between Pakistan and India which lasted till 
the end of February 1951 when India officially recognized the exchange rate 
of the Pakistani rupee. During these seventeen months Pakistan intensified its 
policy of becoming economically less dependent on India. It has made great 
efforts to find markets for raw jute and cotton outside India and to purchase 
goods from various other sources. Thus while India imported cotton from the 
United States, Pakistan shipped cotton to Japan, and while Indian coal was 
sent to Australia and Japan, Pakistan purchased coal at higher cost from 
South Africa and Poland. 

Pakistan is implementing a substantial program of industrial development 
encompassing many categories from cotton textiles and paper to caustic soda 
and a telephone factory. At the same time India pushes ahead with increasing 
its agricultural production, particularly raw jute, grain, and raw cotton. Its 
need of Pakistani raw jute is steadily declining, as is Pakistan’s need of Indian 
textiles. If this trend continues, Pakistan will have to look more and more for 
other markets for its jute and perhaps reduce its production, while India is 
penetrating various markets with its cotton textiles, thus increasing the al- 
ready heavy competition to British textiles. 

Vakil’s book sketches some of these problems and concludes that the 
new situation has increased the responsibilities of the Indian export in- 
dustries. Exports of manufactured goods in place of raw materials must be 
expanded and the trend toward the development of capital goods industries, 
emphasized. On the other side, Pakistan will have to begin developing con- 
sumer goods and processing industries. 

It is not possible to examine the economic consequences of partition without 
considering other important factors such as the determination of both coun- 
tries to develop their economies and to reach higher standards of living. The 
new economic development is closely connected with the recently gained in- 
dependence of these countries and will have far-reaching results which can- 
not be classified merely as consequences of partition. With Pakistan placing 
emphasis on a rapid development of industries and India endeavoring to 
achieve a substantial increase of agricultural production, the old trade pattern 
will never be restored. Moreover, the Pakistan market for manufactured goods 
is now a foreign market for Indian industries where they must compete on 
equal terms with products of other countries. Yet eventually a new pattern of 
substantial trade between the two nations should emerge. 

ANTONIN BascH 


Washington, D.C. 
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Economic Systems; Planning and Reform; Cooperation 


The Principles of Economic Planning. By W. Artuur Lewis. (Washington: 
Public Affairs Press. 1951. Pp. 128. $2.50; paper ed., $2.00.) 

Mr. Lewis has written a very interesting and important monograph on 
economic planning. 

The title may seem somewhat too inclusive relative to the contents of this 
study. He does not, for example, deal systematically or formally with the 
alternative schemes discussed in socialist literature by which economic 
choices are to be made and resources allocated; nor with the practical diffi- 
culties connected with the administration of any “model” type of comprehen- 
sive planning; nor with the “optimal conditions” of production and exchange 
and other problems comprised in “welfare” economics (though he freely dis- 
cusses measures that would involve income redistribution and interference 
with consumer sovereignty); nor formally with the problems incident to the 
planning programs for maintaining a “balanced economy” in the private 
enterprise framework; nor systematically with the issues in the debate con- 
cerning the enhancement of economic satisfactions without undue sacrifice of 
personal freedoms. 

Rather, Mr. Lewis apparently accepts essentially the implicit Lerner prop- 
osition that public and private enterprise may co-exist in indefinite and con- 
tinuously variable proportions, that there are basically no limits of tolerance 
as to how far public enterprise may be substituted for private enterprise with- 
out the total displacement of the latter, and that the choice between the two 
is to be dictated by what is expedient to the “public interest.” Mr. Lewis 
states that the issue between planning and /aissez-faire is whether state action 
would be able to improve on the controls exercised by the market, and con- 
cedes that there is no a priori case for substituting state action in place of 
other institutions serving the same purpose. After listing the defects in the 
controls exercised by the market, he asserts that the crucial issue in current 
planning discussions is ‘“‘whether the state shall operate through the price 
mechanism or in supercession of it.” He argues that “planning by inducement” 
(the manipulation of the market by the state to secure its objectives) is much 
superior to “planning by direction.” Planning by direction may be needed at 
times to overcome immobilities and bottlenecks and to offset disequilibrium 
between demand and supply, but the real test of success in planning, according 
to Mr. Lewis, is the degree to which planning by direction becomes unneces- 
sary. For him, the basic point is that “planning parts company with Jaissez- 
faire not in rejecting the market economy controlled by demand, but in argu- 
ing that demand itself is not sacred, but something that should be manipulated 
by the state” (p. 21). 

Mr. Lewis classifies the problems of planning according to seven categories, 
in each case stating the problem, the objective and methods of state planning 
for dealing with the problem: (1) income distribution, (2) monetary control 
(designed to stabilize effective demand at full employment with a stable wage 
level), (3) investment controls, (4) foreign trade controls, (5) the measures 
designed to increase resource mobility—which Mr. Lewis rightly emphasizes 
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in view of his argument that resource immobility is the factor necessitating 
“planning by direction,” (6) the social control of business, and (7) the na- 
tionalization of industry. It is clearly impossible to summarize or to criticize 
Mr. Lewis’ findings within the allowable space. There are numerous points 
at which we might take issue, such as his readiness to base the case for “free 
or cheap services by the state” on the assumption of “the superior insight of 
the government,” and his apparent willingness to have the government go 
quite far in at least modifying consumer sovereignty. Mr. Lewis, however, is 
undoubtedly correct (pp. 112-14) that socialist planners, including the British 
Socialist regime, have too greatly emphasized income redistribution and na- 
tionalization of industry as primary objectives of policy and have failed to 
see that the increase of real output depends basically on solving the problems 
connected with monetary controls, investment, foreign trade, and mobility of 
resources. This point is a valuable warning to all socialist planners. 

Mr. Lewis makes it clear, though, that he favors very exte nsive nationaliza- 
tion indeed: (a) “Partial nationalization” may be justified as “a check on 
private enterprise and as an outlet for experiment.” (b) All important 
monopolies, some created by the state, are to be nationalized in his scheme. 
All natural monopolies fall, of course, into this category. State-created 
monopolies, duly nationalized, may be justified on grounds of efficiency. In 
this connection he refers to property rights in mineral and all land resources. 
He suggests also nationalization of communication services, the generation of 
electricity, the motor car industry, insurance, and the marketing of agricultural 
produce (in many “backward” countries). Nationalization is not a substitute 
for control, but it gives the state the right to appoint directors and, accord- 
ing to Mr. Lewis, “it is necessary for the state to be able to exercise [this 
right] over all industries that play an important part in the economy,” includ- 
ing, for example, steel, banking, and chemicals. At least partial nationaliza- 
tion of wholesale trade and international transactions might be desirable. He 
warns us, though, that we must “know where to draw the line.” If all such 
industries were in fact nationalized, would it be possible for the government 
to draw the line? 

Planners and non-planners alike may be grateful to Mr. Lewis for a lucid 
and forthright statement of the case for what would, after all, be a fairly 
comprehensively planned economy. Whether, in fact, Mr. Lewis’ planned 
economy would take us down the “road to serfdom” must be admitted to be 
a moot question. There is, of course, no question that Mr. Lewis and others 
who would accept his view have their hearts in the right place, but it is my 
own view that Hayek and Knight, for example, are probably closer to the 
truth. Mr. Lewis’ planned economy could scarcely be described (certainly not 
to Americans) as the “middle” way. 

J. J. Smitu 
University of California 
Los Angeles 
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Money and Banking; Short-Term Credit; Consumer Finance 


Readings in Monetary Theory. Edited by Friepricu A. Lutz and Lioyp W. 
Mints. Blakiston Series of Republished Articles on Economics, Vol. V. 
(Philadelphia: Blakiston. 1951. Pp. ix, 514. $4.75.) 

Professors Lutz and Mints have added a useful volume to the series of 
anthologies being prepared under the auspices of the American Economic 
Association. The editors themselves would no doubt wish to be disassociated, 
however, irom the line in a bookseller’s catalog which describes the contents 
of this volume as “. . . the most important articles on monetary theory and 
policy published since 1900.” The fact that articles already published else- 
where in this same series, or otherwise readily available, were generally ex- 
cluded from this volume would be sufficient to explain any reservations the 
editors might have about this description. But the present reviewer is inclined 
to go a step further, to suggest that the selection of articles may not be fully 
representative of the best that has been thought and said on monetary theory, 
even after due allowance has been made for the arbitrary limitations imposed 
by the plan of the series. 

The selections have apparently been made largely to conform with a rela- 
tively narrow conception of the scope of monetary theory. The emphasis 
seems to be upon “M” rather than upon the duality of money and credit 
which many economists, including most of the textbook writers, have found 
inescapable. Surely the processes and the implications of monetizing various 
kinds of debt have some place in monetary theory, and in the shaping of 
monetary policy. Even if all that is to be neglected, however, with attention 
focused upon M alone as an independent variable in the System, there is a 
large area of controversial ground lying between M and P, and between P 
and the behavior of all other meaningful economic aggregates, which has not 
been covered in a representative way by the selections chosen for this volume. 

Many of the selections themselves actually stretch outside the limits of a 
“quantity theory” approach; but the pervasive influence of that approach in 
the judgments made by the editors may help to account for the omission of 
work by many of the men who have been regarded over the years as the 
wheel horses of monetary theory—Keynes, Williams, Schumpeter, Hayek, and 
several of the stalwarts among the Swedish school, to mention the most out- 
standing omissions. Moreover, while Robertson, Cannan, Hawtrey, and Hicks 
are represented, the plan of the volume precluded use of their most distin- 
guished work. The only time-tested “classics” included are the papers of 
Pigou on the value of money, Cassel on interest rates and price stability, Ellis 
on velocity, and Crick on the process of bank credit creation. There is evi- 
dence, to be sure, of a commendable effort to include the recent work of 
younger men, and there can be little quarrel with the desirability of making 
more readily available such articles as those of Modigliani on liquidity prefer- 
ence, Patinkin on price flexibility, Chandler on Federal Reserve policy and 
some of the others noted below——all of which have already moved very close 
to a place among the “‘classics.”” 
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Certainly the task of assembling a representative compilation of articles— 
each of suitable length, and appropriately concentrated upon a separable 
aspect of the broad field to be covered—is incredibly difficult. The grounds 
for criticism might have been largely swept away in the case of this volume 
if the editors had undertaken a more ambitious introductory essay, describing 
the place which their selections occupy alongside other major contributions to 
monetary theory (and policy) during this century. This shortcoming is not 
rectified by the lengthy bibliography attached, since that contains no evalua- 
tion and suffers from important omissions—for example, in 46 pages only one 
article of Keynes is listed (along with four short notes or rejoinders). 

The volume is divided into four parts: (1) the integration of the theory of 
money and the theory of price; (2) the demand for and the supply of money 

the value of money; (3) money, the rate of interest and employment; and 
(4) monetary policy. 

The first part contains articles by Cannan, Hicks, and E. C. Simmons. 
Hicks’ “Suggestion for Simplifying the Theory of Money” (1935) is, to this 
reviewer, a delightful re-discovery, particularly because of his persuasive 
demonstration of the need for focusing theory and policy on the places “where 
the sensitive trade together.’’ Simmons’ on “The Relative Liquidity of Money 
and Other Things” (1947) is a provocative, but tantalizingly brief, recognition 
of the fundamental interdependence of liquidity and uncertainty; but it might 
better have been included in Part III. It seems regrettable, to mention only 
one most notable omission, that space could not have been found here for 
Williams’ brilliant review of Keynes’ Treatise (1931), which has not been 
reprinted elsewhere and is surprisingly omitted from the bibliography. 

Part II begins with articles by Crick and Meade on the mechanics of bank 
deposit expansion, continues with Roland McKean’s ambitious effort to 
translate the factors affecting “liquidity position” into a double entry system 
appropriate for a nation’s aggregative balance sheet, and then presents the 
articles by Ellis, Hawtrey, Robertson, and Pigou to which reference has been 
made above. Ellis’ conclusion that the pattern of causation can only run from 
idle balances (the expression of liquidity preference) to interest rates in the 
short run when prices are given, and that in the longer run causation must 
run “from division of money stock to prices” (with the implication that in- 
terest rates are then given) may seem to some to be an undue simplification 
in the light of developments since the article was published (1937-38); but 
the place of his article as a landmark in the development of monetary doctrine 
is beyond question. Hawirey, in “Money and Index Numbers” (1930) de- 
velops his well-known proposition that the guide to monetary policy lies in 
the stabilization of that index number which reflects changes in consumer 
income and outlay that are out of proportion to current changes in the factors 
of production employed. Robertson’s “Note on the Theory of Money” (1933) 
properly scolds the Keynes of the Treatise for reformulating the “Cambridge 
K” to limit attention to balances held for “facilitating the disbursement of 
income” and insisting on the use of a price level in which items would be 
weighted by the relative importance of the money balances ‘“‘which they cause 
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to be held.” Pigou’s “The Value of Money” (1917-18), is the standard work 
on the Cambridge refinement of the machinery of Fisher’s “quantity theory.” 

Part III contains five articles. Two of them take the Keynes of the General 
Theory as a point of departure and proceed to drastic reformulation (Modig- 
liani and Patinkin). Another excoriates the same Keynes on the questionable 
assumption that the General Theory was essentially an attempt to develop 
a business cycle theory, and pleads at length the thesis that changes in the 
quantity of money hold the key to control of business fluctuations (War- 
burton). A fourth is Pigou’s “academic exercise” briefly enlarging upon the 
conditions associated with that state of underemployment equilibrium which 
he calls “Lord Keynes’ Day of Judgment.” (This is Pigou’s second article in 
the volume, but hardly one of his better efforts). The fifth is Cassel’s “The 
Rate of Interest, the Bank Rate, and the Stabilization of Prices” (1928) 
which probably represents the nadir in the literature of reliance upon adjust- 
ments in the bank rate to fulfill the hopes of the quantity theorists. 

Part IV on monetary policy epitomizes in most striking form the principles 
of selection followed by the editors. Five articles are reprinted. Three of them 
(Simons, Friedman, and Hart) are devoted to the 100 per cent reserve plan— 
the pot at the end of the rainbow for all confirmed quantity theorists. The 
other two are on Federal Reserve policy from 1937 to 1949 (Chandler) and 
on the relations between fiscal policy and central banking policy in the post- 
war period (Hardy). 

To sum up, even though the volume may fall disappointingly short of its 
potentialities, and even though an unwary student might be misled if he sup- 
posed that the volume provides a balanced cross-section of the principal con- 
tributions to monetary theory, there is no doubt that it will prove helpful to 
those writing, teaching, and studying in the field of monetary theory to have 
most of these articles within easy reach on the bookshelf. 

Rosert Roosa 

New Vork City 


The Molding of American Banking, Men and Ideas. Part I, 1840-1910. By 
Fritz Repticu. (New York: Hafner Publishing Co. 1951. Pp. 517. 
$6.00.) 

Professor Redlich explains in the Introduction to Part I of his book that 
the work is based “on the personal and ideological elements in the develop- 
ment of American banking. . . .” His interest, he says, “derives from a denial 

. of determinism and the working of blind forces in history,” and he is 
persuaded “that human beings, not anonymous forces, determine the course 
of history,” and that “ideas” are “the driving forces back of the actions of 
history making men.”’ Professor Redlich then goes on to explain that he had 
in mind not the “run of the mine” business man, but the “creative entrepre- 
neur” of Schumpeter’s conception or the “innovator.” Moreover, because of 
the dependence of banking on legislative prescription, as well as on administra- 
tive procedure, Redlich makes room in his interpretation for “creative states- 
men” as well. He admits, of course, that the “innovators” are “the product of 
the society which has molded them and presented them with the problem 
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which they as individuals came to solve.” They must work within the in- 
stitutional framework of such a society. And, finally, with respect to the 
“propelling ideas” that actually affect economic development, these, says Red- 
lich, are not likely to be new, or to be the product of the brains of the “innova- 
tors” who actually implement them. As Redlich states it: “What actually 
makes the great business leader and statesman is the instinct for choosing the 
idea suited to the day or the ability to effect a new combination of ideas, a 
combination in which an older thought can suddenly become a propelling one.” 

The nature and adequacy of Redlich’s work must be appraised against this 
background. Part I was published in 1947 and was reviewed by Margaret 
Myers of Vassar College, in that year’s December number of this Review 
(pp. 985-87). Part I brought the discussion to the year 1840. 

Part II carries the story down to 1910. It comprises twelve chapters (X- 
XXI inclusive), and special appendices, of which one concerns George S. 
Coe, “Nineteenth Century Banker and Business Leader.” Two chapters (X 
and XVIII) deal with the “general characteristics” of their several periods 
(1840-1881 and 1882-1910). Three chapters (XiII, XVII, XTX) deal with 
the organization and operation of the clearing process. Chapter XVI is given 
over to National Banking while the others deal with special subjects as fol- 
lows: Chapter XI—-The Middle Western State Bank with Branches; XII, 
The Louisiana Banking Act of 1842 and Edmond John Forstall; XIV, Private 
Banking; XV, Bankers and Civil War Finance; XX, Cooperation among 
American Banks; and XXI, Investment Banking. 

All these subjects are developed in great detail, and, as may be surmised, 
involved a prodigious amount of labor. Much of it implied a heavy reliance on 
widely scattered and often obscure secondary sources, as well as on standard 
primary sources. The rationale for this, as well as for chapter selection and 
arrangement, is to be found in Redlich’s peculiar approach to the subject 
studied. 

The reader’s reaction will depend on his viewpoint. If he is primarily con- 
cerned with purely functional development he will find much of Redlich’s 
detail excessive and irrelevant. Devoting three out of twelve chapters to the 
subject of “clearing,”’ for example, would, to such a reader, appear to be over- 
doing it. On the other hand, if he were interested in the laborious and halting 
process of readapting practice to changing needs with all the advantage af- 
forded by hindsight, then none of the details will appear to be superfluous. In 
any event Redlich has supplied a great deal of material that will be useful to 
students of American banking history. As Part II carries the discussion only 
to 1910 one may wonder, in view of subsequent banking and world develop- 
ments, how adequate Redlich himself would have found his philosophy as a 
method of interpreting all that has happened since then. It is doubtful that 
we shall ever find out, because in his Introduction to Part I, where he speaks 
of the preparation of Part II, Professor Redlich announces that “further work 
on the series will not be forthcoming; the author’s interest has shifted in a 
related field.” 

E. E. AGGER 

Rutgers University 
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The United States in International Banking. By Siecrrrep STERN. (New 
York: Columbia University Press. 1951. Pp. xiii, 447. $5.25.) 

In view of the debate concerning the extent to which American commercial 
banking institutions are supporting the dollar’s leadership, Siegfried Stern’s 
contribution is of timely interest. This book, written by an obviously com- 
petent “working banker” of many years’ experience in the field, presents a 
running account of America’s past, present, and possible future réle in inter- 
national banking. 

The author provides a picture of the foreign operations of American banks 
since first we became a creditor nation in 1914; furnishes accounts of war 
and postwar international banking policies; presents country-by-country 
chapters on our banking operations in 27 countries of Latin America, the 
British Commonwealth of Nations, Europe, and the Far East. The work con- 
cludes with a discussion of the foreign organization of the larger American 
banks and a final chapter on the possible future pattern of United States 
foreign banking. 

The book is historical and descriptive rather than analytical and theoreti- 
cal. It neither attempts to explain the operation of the laws and principles of 
international commerce and finance nor to show how or why the situations 
which it discusses arose. The materials presented do, however, provide flesh 
for the bareboned theoretical works in the field and could be read with profit 
by specialists in banking and international trade. Although it is not well 
adapted to textbook use, it should prove an important addition to the reserve 
and collateral reading bookshelves of courses on the subjects, especially where 
the readers already possess some knowledge of the principles of foreign trade 
and finance. Practical bankers will find but little, except background infor- 
mation, to guide them in planning their operations and policies. 

It is fortunate that Mr. Stern has written this book, for it contains a wealth 
of information on American international trade and finance which should 
prove of historical value and which otherwise might have been lost. The prin- 
cipal values of this monograph, therefore, lie in its contribution to informa- 
tion, its adaptability for use as a teaching adjunct and as an historical source 
book. 

Mr. Stern’s dispassionate story is objective and reveals a mellow under- 
standing of the thorny problems of today’s international commerce. This re- 
viewer feels that the work would have gained by the inclusion of more detail 
and a larger number of specific examples of practical banking operations. In 
addition, a more critical appraisal of the extent to which our foreign banking 
operations sustain America’s réle in world affairs, together with suggestions 
for future commercial banking action, would have rendered the work more 
valuable. 

Max J. WASSERMAN 

Washington, D.C. 


Commercial Bank Activities in Urban Mortgage Financing. By C. F. Beur- 
ENS. (New York: National Bureau of Economic Research. 1952. Pp. xix, 
131. $2.50.) 

This volume, the fifth of the National Bureau studies in urban mortgage 
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linancing, deals with the experience of commercial banks in the period 1920- 
1947. It presents a concentrated body of primary data, based largely on a 
sample survey of 170 commercial banks conducted in 1946-47. Possibly the 
most important contribution of the study is its presentation of statistics of 
bank experience with respect to contract modifications, foreclosure rates, dis- 
posal of foreclosed properties, and loss rates. 

After a brief summary of the legal background of commercial bank mort- 
gage operations, the following points are covered in sequence: The volume of 
mortgage lending by type of lender, region, size of bank, and trend over time; 
an analysis of commercial bank mortgage holdings by type of property, date, 
size, and type of loan, contract terms, rate of interest, and trend since 1920; 
an analysis of commercial bank experience from 1920 to 1947 in modification 
of contract terms, foreclosure rates, property disposal, expected and realized 
yields, and loss rates; a brief picture of how mortgage loans are made; an 
analysis of lending costs and income based on a sample of thirteen banks. 
Appendixes present the forms and instructions of the sample survey and addi- 
tional breakdowns of the loan experience data. 

The study helps to establish certain general conclusions: That commercial 
banks hold about one-sixth of urban real estate mortages and that their hold- 
ings have risen since the war; that mortgages range from four to eight per 
cent of bank assets but show less variation with respect to the volume of time 
deposits; that interest rates have gone down since the 1920’s and that the 
introduction of FHA mortgage insurance has led to a leveling-off of regional 
interest differentials; that contract terms were modified for as many as 40 
per cent of loans in the late 1920’s and early 30’s; that in 1947 most uninsured 
mortgages on 1-4 family dwellings were fully amortized and on a monthly 
payment schedule; that losses on liquidation were lower for 1-4 family dwell- 
ings than for other property; that regional variations are generally small. 

While the movement over time of the recorded variables seems susceptible 
of valid interpretation, the value of the 1946-47 survey for variance analysis 
directed to finding significant relationships is dubious. The survey obtained 
roughly one-third response from banks holding about the same proportion of 
the commercial bank urban mortgage portfolio, with substantial variation in 
response by region and size of bank. No statistical tests of significance are 
presented or cited, and the author contents himself with arguing that the 
results are valid to the extent that they conform with a 1946 survey of life 
insurance company mortgage holdings and the limited breakdown of data 
available from the 1950 Federal Deposit Insurance Corporation survey of all 
insured commercial banks. 

While the analysis of the information presented may be considered a 
separate problem, the volume nevertheless suffers from several shortcomings 
even as a collection of primary data. Footnotes are admittedly bothersome, 
but “a survey by the Federal Deposit Insurance Corporation” or the National 
Bureau's “companion study of the activities of life insurance companies” 
merits a direct and complete citation. In addition, no attempt is made to 
explain the basis of classification of the data compiled; the choice of 1-4 
family dwellings and “all other property” for the principal type-of-property 
breakdown, and of the frequency classes for the analysis of mortgages by con- 
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tract length, amount of loan, interest rate, and loan-to-value ratio, should have 
had at least a general explanation. 

Forty-three tables of varying usefulness are embedded in 131 pages of text 

the text being a “write-up” of the data in the tables of the kind so lamen- 
tably common in government reports, with an occasional fling at cautious 
interpretation as when (p. 28) the range from 21.6 to 26.0 per cent in the 
ratio of residential mortgage holdings to time deposits “suggests that bank 
managements may, as a matter of policy, set limits on their mortgage holdings 
by reference to the amount of their time deposits.” The text space could have 
been used to greater advantage to explain and appraise rather than to describe 
the statistics. At the same time, the student of housing or construction financ- 
ing should find that the main body of data presented in this volume fills some 
gaps in the materials available for study and interpretation. 

ARMAND PETER RUDERMAN 
Geneva, Switzerland 


Public Finance 


Economy in the National Government. By Paut H. Dovctas. (Chicago: 
University of Chicago Press. 1952. Pp. 277. $3.75.) 

Paul Douglas, as an economist and a Senator, is uniquely qualified to handle 
the question of econamy in the national government. His book is addressed 
to the lay public rather than to his fellow economists but many of them will 
find it well worth reading for its factual content; and many will be glad to be 


able to refer beginning students and inquiring friends to such a simple and 
readable, as well as authentic, analysis of a problem that worries and per- 
plexes so many American citizens today. 

The introductory chapters are devoted to a brief statement of the growth 
of federal expenditures and a simple explanation of the relation of federal 
delicits to inflation. This is followed by a description of current budget pro- 
cedures together with an account of their historical development and a critical 
evaluation of their weaknesses. These chapters contain, also, an interesting 
statement of the author’s philosophy of a liberal. 

The main body of the book is devoted to a discussion of possible savings in 
each of the main categories of the budget. Douglas makes no pretense to any 
exhaustive survey of the possibilities of saving. Rather, he deals with a series of 
case histories of waste and extravagance, both in the civilian and the military 
budgets. Responsibility for waste is placed impartially on civilian and military 
departments of government, and on the executive and legislative branches. Nor 
is the business man dealing with government spared, or the citizen interested 
in lower taxes along with his full share, and more, of government services. 

The whole discussion is remarkably objective in view of the fact that the 
author has been, and still is, in the heat of battle. Also, enough measures al- 
ready taken by Congress to effect economies are noted to make the reader 
feel that Douglas’s proposals, or similar ones, can be effected. 

In summary, a total of between $7 and $7.5 billions of savings (based on 
the 1952-53 budget) are indicated. These are apportioned roughly $4 billions 
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to the military expenditures, $1.5 to $2 billions to foreign aid, and nearly $1.5 
to civilian expenditures. The largest items in the latter concern public works 
and subsidies, including mail subsidies. Douglas offers a five-point program 
for cutting down waste in the military establishment, beginning with a staff 
of experts for Congress in order to evaluate budget requests more effectively, 
and continuing with “military austerity,” “economy through unification,” 
“stern punishment of guilt,” and “better business ethics.” 

Douglas regards further increases in tax rates as a last resort, although 
preferable to an unbalanced budget. He urges, rather, closing the tax loop- 
holes, the largest of which, percentage depletion allowances, he estimates as 
costing $750 millions annually. Other important loopholes noted are failure 
to provide for withholding taxes on dividends and interest, the family partner- 
ship and preferential rates for capital gains. 

The economist may quarrel with details of Douglas’s presentation. The re- 
viewer, for one, wonders why, in discussing tax loopholes, he has failed to 
mention tax-exempt interest on state and municipal securities. And although 
he explains in some detail (p. 267) why he has measured government spending 
in terms of the net national income rather than in terms of the gross national 
product, he fails to consider the net national product as possibly superior to 
either of the measures noted for this purpose. Also, his statement (p. 17) 
“that we are fast approaching, if we have not already reached, the ceiling for 
a non-total-war period” needs further explanation. Is this in terms of practical 
expediency, or an inflationary threat, or a threat to the political and economic 
liberty that he refers to earlier in this section? And what are the indicators 
that have led him to this belief? 

These, however, are relatively unimportant points. Senator Douglas’s book 
deserves to be widely read, and doubtless will be, thanks to unusual public 
interest in the subject and the author's clear and constructive approach. And 
the ultimate impact may well be some of the improvements in procedure that 
he proposes. 

MABEL NEWCOMER 

Vassar College 


International Economics 


Measures for International Economic Stability. Report by a group of experts 
appointed by the Secretary General, United Nations. U.N. Pub. 1951. II. 
A.2. (New York: Columbia Univ. Press. 1951. Pp. 48. 40c). 

\ new United Nations report on “Measures for International Economic 
stability” formulates and analyzes “alternative practical ways” of maintain- 
ing a reasonable international balance—alternative to those put forward by an 
earlier United Nations report on “National and International Measures for 
Full Employment.”? The earlier report was debated in the Economic and 
Social Council at its session in Geneva in July and August 1950, the United 

* National and International Measures for Full Employment, report by a group of experts 


appointed by the Secretary General, United Nations. U.N. pub., 1949. II. A 3. (New York, 
Columbia Univ. Press, 1949.) 
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States delegation taking especially sharp exception to the report,’ and it was 
also discussed at length in academic journals.* The new report was debated 
in the Economic and Social Council in July, 1952. The comments offered here 
were written, however, soon after the publication of the report at the beginning 
of the year. They are based on the belief that the new report explores more 
fully than has yet been done the “practical ways” that may reasonably be 
considered in dealing with the problems of international economic policy that 
are likely to arise if and when—perhaps in 1954—a military balance of power 
in the world is re-established and the defense efforts of the United States and 
other nations can be relaxed. 

To achieve international stability at full employment, the earlier United 
Nations report put forward three principal recommendations. The first was 
for an international conference to “harmonize” economic policies and to ad- 
just production, import, and export structures of the participating nations. 
The second recommendation was a scheme for the stabilization of international 
trade under which a “surplus” country (in effect, principally the United 
States) would be required to replenish the foreign exchange reserves of the 
“deficit” countries by lending back to them any increase of its own gold and 
foreign exchange reserves resulting from a decline in its imports identified 
with a recession in its effective demand. The third recommendation was a 
scheme under which a country (/.e., the United States) undertaking long- 
term investment abroad would fix for five years in advance the annual total of 
its foreign lending on both public and private account and would make good 
through a separate account in the International Bank for Reconstruction and 
Development any deficiency in the actual flow of that long-term investment 
below the total fixed. 

In suggesting these schemes the report greatly underestimated the technical 
and operational difficulties involved, as well as the political difficulty that the 
government of a surplus country like the United States would face in making 
a large and indefinite commitment for foreign aid. Furthermore, the pos- 
sibility that a country might step up its imports by simply tolerating domestic 
inflation was entirely discarded; nor was there any consideration given to the 
question of whether automatic trade-deficit financing would not interfere 
with the export incentives of the deficit countries. Briefly, “the formula 
whereby the report would make countries suffering from a decline in effective 
demand responsible for the deficits to be produced in other countries” appeared 
“an arithmetic rather than an economic solution of the problem. Surely re- 
sponsible policy makers would not be content with such a generalized, 
mechanical formula without examining the circumstances of the particular 
case.’’* In actual fact, the report met with substantial criticism in the Economic 


7 Cf. Economic and Social Council, Official Records, Eleventh Session, July 3-August 
16, 1950 

*See C. P. Kindleberger, “International Disequilibrium,” Canadian Jour. Econ. and 
Pol. Sci., Vol. 16 (Nov., 1950); W. W. Rostow, “The United Nations’ Report on Full Em- 
ployment,” Econ. Jour., Vol. LX (June, 1950); Jacob Viner, “Full Employment at What- 
ever Cost,’ Quart. Jour. Econ., Vol. LXIV (Aug., 1950); and H. C. Wallich, “United Na- 
tions Report on Full Employment,” Am. Econ. Rev., Vol. XL (Dec., 1950), p. 876. 

‘John H. Williams, “International Trade Theory and Policy—Some Current Issues,” 
Papers and Proceedings—Am. Econ. Rev., Vol. XLI, No. 2 (May, 1951), p. 429. 


BOOK REVIEWS 645 


and Social Council; more particularly, the United States representative stated 
that the United States government “was not prepared” to enter into any com- 
mitment “automatically to provide indefinite amounts of public funds over 
long periods”; and “‘was unable to accept the experts’ proposal that countries 
suffering from depression should be obliged automatically to deposit their 
currency with the Fund, and that other countries should have automatic draw- 
ing rights on such countries in accordance with a predetermined formula.’” 

As a result of this debate, the Council requested the Secretary General to 
appoint a further group of experts “to prepare a report . . . formulating and 
analyzing alternative practical ways of dealing with the problem of reducing 
the international impact of recessions that may arise.”’ This group was later 
requested to recommend also measures to meet the problems raised by fluctua- 
tions in demand for the products of primary producing countries. It was with 
this combined task that the experts, under the chairmanship of James W. 
Angell of Columbia University,® dealt in a report issued on their own re- 
sponsibility (hereinafter called the Angell report). 

The Angell report assumes as a working hypothesis that the major coun- 
tries have “both the will and the means to avoid deep and prolonged depres- 
sions.”” However, in the existing precarious state of world economic balance, 
international payments can be disturbed even by minor setbacks to employ- 
ment and output or a mere movement in inventories, along with the as- 
sociated price changes, that occur in principal countries (the United States is 
clearly intended here). Starting from this working hypothesis, the Angell 
group formulates policy considerations regarding (1) the negotiation and 
operation of international commodity arrangements; (2) the countercyclical 
flow of international capital; and (3) the strengthening of international 
monetary reserves. 

In order to reduce the international impact of short-run fluctuations in the 
primary-commodity prices and terms of trade, the Angell report revives the 
idea of international commodity agreements that was much discussed in the 
thirties and again during the early postwar years. The record of achievement 
has of course been small, but for two reasons a new attempt should now be 
made. First, the long-term trend of commodity prices is more likely to be up- 
ward than downward; and burdensome commodity surpluses, such as those 
that occurred in the ’thirties or were envisaged by the Havana Charter of 
1948 are now unlikely, because of the faster rate of expansion in world in- 
dustrial production than in the output of primary products. An expanding 
world economy thus seems to have removed one fundamental obstacle to 
commodity agreements. This, I believe, is very much to the point. A second 
reason put forward in the report for reconsidering commodity arrangements is 
the practical experience gathered from the operation of the International 
Wheat Agreement and from the United Kingdom’s long-term contracts. The 


* Oficial Records, Eleventh Session, July 3-August 16, 1950, pp. 125 and 126. 

*Other members were: G. D. A. MacDougall, fellow of Nuffield College and reader in 
international economics, Oxford University; Javier Marquez, alternate executive director, 
International Monetary Fund, formerly professor of economics, National School of Eco- 
nomics, Mexico; Hla Myint, lecturer in colonial economics, Oxford University, formerly 
professor of economics, Rangoon University; and Trevor W. Swan, professor of economics, 
Australian National University. 
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report also revives a suggestion to which the League of Nations’ Delegation 
on Economic Depressions attached considerable weight, namely interna- 
tionally financed buffer stocks.’ Capital finance for buffer stocks should be 
provided largely from the countries chiefly concerned (a difficult proposition 
under conditions of inconvertible currencies, arbitrary exchange rates, and 
artificial prices), but it would be useful to have a supplementary international 
source of finance. The report suggests that the International Bank for Re- 
construction and Development might be willing in principle to consider assist- 
ing in the financing of buffer stocks, as a means of promoting satisfactory 
conditions for economic development. 

Vhis approach appears, on the whole, a sensible one, all the more so because 
its limitations are clearly set forth. International commodity arrangements 
are notoriously difficult to organize and to operate. Furthermore, they would 
not, of themselves, stabilize either producers’ income or exporting countries’ 
foreign exchange receipts against fluctuations in the supply of the commodities 
concerned. Finally, even if it were possible to make arrangements for the 
twenty-five primary commodities most important in value in world trade, 
only one-third of the total would thus be covered. Commodity arrangements 
might therefore merely reduce world trade instability. Nevertheless, by con- 
centrating on a small number of important commodities subject to the most 
violent fluctuations, it should be possible to make a substantial contribution to 
stability. 

The second group of considerations concerns the international flow of 
capital. “Rigid stabilization of the total flow of long-term capital from each 
country does not seem practicable or even necessarily desirable.” It is im- 
portant, however, that countries in the process of economic development should 
le able to maintain a steady level of development even in the face of an in- 
cipient economic recession in major industrial countries. This can be achieved 
only if a fall in primary commodity exports, and therefore in foreign exchange 
earnings, can be prevented from reducing the developing countries’ imports; 
and this in turn can be achieved only if the inflow of foreign capital not only 
does not dry up, but actually is increased despite the adverse circumstances. 
In the event of a recession, all governmental or intergovernmental agencies, 
more particularly the International Bank, which supply capital funds for 
foreign economic development, should therefore be prepared greatly to expand 
the rate of their disbursements on outstanding loan commitments and to 
make additional loans without undue delay for development purposes. 

For such countercyclical foreign investment to be possible, several condi- 
tions must be fulfilled. First, general development programs must be prepared 
well in advance—a difficult prerequisite, as experience in many underdeveloped 
countries shows, but an essential one if funds are to be spent intelligently 
and effectively. Secondly, the total debt burden assumed by a country should 
not exceed soine reasonable limit; how to determine this limit, the report re- 
irains trom stating, except that the stage of development reached by the coun 
try conceried and its general prospects appear as essential criteria. Thirdly, 

"Cf. Economic Stability in the Post-War World, report of the Delegation on Economic 
Depressions (League of Nations, 1945), pp. 265 and 313 
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i! the International Bank is to be ready to expand its lending in the event of 
a recession, for the purpose both of long term investment and of the financing 
of bufier stocks, it may need larger and more flexible resources than it has 
today. The report suggests various ways of increasing the Bank’s resources. 

The idea of countercyclical foreign investment, like that of buffer stocks, 
was originally. put forward by the League of Nations’ Delegation on Economic 
Depressions; but there is nothing in the charter of the International Bank to 
indicate that the Bank can properly make timing with respect to the business 
cycle an important consideration in granting or withholding loans. ‘The 
Angell group suggests therefore an important departure from the established 
policy of the International Bank. The limitations and the difficulties of 
countercyclical lending are, however, set forth openly and frankly. 

The third group of considerations concerns ways of increasing international 
monetary reserves. As remedies for the inadequacy of international reserves, 
even as supplemented by recourse to the International Monetary Fund, the 
Angell report examines three possible methods. First, the price of gold might 
be raised uniformly in terms of all currencies, as provided for in the Fund's 
articles of agreement. The report discards this method principally on the 
grounds that a change in the price of gold raises many political problems; 
also, the benefits of a higher gold price would be uneven and the increase in 
the value of gold reserves would soon be spent rather than kept as a buffer 
against trade fluctuations. These are, I believe, more pertinent arguments 
against a world gold-price rise than the allegation that it is mainly a political 
problem.* 

The second possible method of increasing reserves consists of bilateral ar- 
rangements, such as stabilization credits from one country to another, and 
the mutual granting of lines of credit to cover swings in the trade balances 
between two countries. The report does not discuss these, on the ground that 
an international report should be confined to multilateral arrangements. This 
is an omission that must be regretted since it would have been of some interest 
to have the Angell group’s views as to the economic policies that would be 
essential as prerequisites for intercentral-bank or intergovernment stabilization 
credits. 

The third possible method of increasing reserves consists of multilateral 
international arrangements of various types. Funds could be made more or 
less unconditionally available to meet deficits, within specified limits, as in 
the European Payments Union. Funds could conceivably be made available, 
in amounts determined by more or less precise rules, agreed upon in advance, 
under which, in accordance with the earlier United Nations report’s proposals, 
countries suffering from a fall in their own efiective demand would make their 
currency available to the rest of the world. Finally, funds could be made avail- 
able by an international authority at its discretion, limited only by agreed 
general principles and by its total resources, as in the case of the Interna- 
tional Monetary Fund. 

It is this last line of approach that the Angell report elaborates by suggest- 

"Cf. M. A. Kriz “The Price of Gold,” Essays in International Finance, No. 15 (Inter 
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ing certain changes in the structure and policies of the International Monetary 
Fund, “a workable instrument.” Some changes can be made without requiring 
additional finance. Some of them, however, raise difficult policy issues: for 
instance, the suggestion that the Fund should give “the benefit of the doubt” 
to a member requesting assistance in case uncertainty exists as to the mem- 
ber’s ability to repay; or that it should not refuse assistance to members 
that are pursuing restrictive or other policies that might be regarded ‘‘as not 
in keeping with the Fund's long-run objectives” in cases where refusal of aid 
would force the member to adopt even tighter import restrictions or suffer 
unemployment and so defeat the Fund’s purposes. These general policies that 
could be carried out with the Fund’s existing resources are not, however, 
regarded as adequate to cope with recessions approaching the severity of the 
United States recession in 1937-38. For this reason, a strong case is put for- 
ward for increasing the Fund’s resources. This could be done through an in- 
crease in members’ subscriptions, although it would not be necessary to 
increase all quotas in the same proportion. If an increase in subscriptions 
proved impracticable, reliance would have to be placed on the borrowing 
powers of the Fund. 

The views briefly sketched here call for a thorough discussion, but one that 
is outside the scope of this review. The Fund’s resources provide a second 
line of reserves; and even with its present resources (over 3 billion dollars in 
gold and convertible currencies, plus other currencies which may be needed) 
the Fund could make a substantial contribution to help members meet balance- 
of-payment deficits due to a recession or depression in another country. In- 
deed, the Fund’s articles of agreement were drafted in part with this very 
problem in mind. However, the suggestion that its resources should be in- 
creased raises difficult questions; for instance, many members may be reluctant 
to make additional gold contributions to an institution that has made so far 
relatively limited use of its resources. The Angell report also suggests that 
the Fund be made a real revolving fund by more formal contractual repurchase 
obligations. In aciual fact the Fund adopted last February policies and pro- 
cedures which, although not identical with the report’s suggestion, aim at 
protecting the revolving character of the Fund’s resources. These provisions 
include a definition of the “temporary use of the Fund’s resources” as in gen- 
eral meaning use for a period not longer than three to five years. Finally, even 
with its existing machinery, the Fund can undoubtedly operate with sufficient 
flexibility in the event of a depression. Regardless of these considerations, 
however, the Angell report’s advocacy of an increase in the Fund’s resources 
while its discretionary powers are safeguarded deserves thorough examination. 

The Angell report discards rigid and automatic stabilization devices. “The 
simplicity of such devices is often more apparent than real; and no set of 
fixed rules can successfully replace the exercise of responsibility and discretion 
by the appropriate national and international institutions.”” The measures 
that can be reasonably devised and effectively implemented under constantly 
changing conditions are not “of a kind which can be expressed in any definite 
formula.” For this reason the recommendations of the earlier United Nation’s 
report regarding the availability of a steady flow of foreign exchange on cur- 
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rent account and on long-term capital account are referred to only very briefly 
in the Angell report; and it is noted that they “did not commend themselves 
to governments as acceptable or practical.” 

Much less acceptable appears, however, the Angell report’s fundamental 
postulate that a workable international economic system can be established 
provided there is no decline in effective demand in the United States; and that, 
if effective demand in the United States is maintained, independent fluctuations 
elsewhere can be coped with more effectively. The Angell report is thus almost 
exclusively concerned merely with one particular aspect of international eco- 
nomic fluctuations, namely the externa! impact of a decline in effective demand 
in the United States. This, of course, is an important factor in changes in the 
national incomes, the balances of payments and in monetary reserves, but it 
is by no means the only factor determining the international gold and dollar 
flow. First of all, there are only very few countries whose exports to the United 
States provide the main support of economic activity; in most countries, total 
national income is less variable than the income derived from direct trade 
with the United States. Furthermore, erratic capital movements, crop fluctua- 
tions, and changes in the terms of trade between primary-producing countries 
and industrial countries give rise to international fluctuations that are entirely 
independent of the level of effective demand in the United States and which 
cannot be countered by increasing the latter.’ Finally, it is not only by the 
mechanistic channel of a falling-off in United States imports that the fluctua- 
tions in the United States economy are transmitted to the outer world. They 
are transmitted much more quickly, and in the initial stages more effectively, 
by their effects on business sentiment. True enough, in a world with inconverti- 
ble currencies and “controlled” capital movements (even if these actually are 
controlled only very imperfectly) there is no single business cycle for the whole 
world trading area. Nevertheless, it is a matter of common observation that 
business fluctuations and expectations in the United States even now have 
great influence on business expectations in large parts of the world. 

In all fairness it must be stated that the destabilizing influence of the United 
States is not overstressed in the Angell report, as is sometimes done.’® It re- 
frains from stating, or even implying, the views fashionable in certain quarters 
to the eifect that ‘““many of the world’s troubles would be eased if one country 
would assume unilaterally the burden of international stabilization and meet 
the costs as they arise.’’ On the contrary, the instabilities of international 
relationships can be kept within manageable limits only if most countries are 
prepared to play their “several parts.” 

Nevertheless, it is the cyclical variation in the value of United States imports 
(and, to a distinctly lesser extent, in their volume as well), together with the 
building up of inventories during one phase of the cycle and their reduction 


*The report notes that acute problems can emerge from crop fluctuations and other 
irregular movements in the supply of, or the demand for, particular commodities and from 
associated price changes. It does not, however, elaborate this statement. 

Such exaggeration is made, for instance, when the size of the United States economy 
is measured by its share in world industrial production, rather than in total production, 
or by its share in world exports rather than in world imports. All such measures are im- 
portant, but none should be used to the exclusion of others 
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during the other, that is singled as exerting particularly unstabilizing effects 
on the outer world, especially on the primary-producing countries. It is, of 
course, impossible to deny the special responsibilities of the United States for 
the maintenance of reasonable international economic balance. Nevertheless, it 
should also be made clear that the influence the United States exerts on the 
outer world is to a considerable extent attributable to the mere fact that a 
large portion of United States imports consists of raw materials that have a 
high cyclical amplitude of variation in price and that the fluctuations in de- 
mand for a particular import commodity can vary more than proportionally 
with employment. This high amplitude depends, of course, on the well-known 
fact that inventory fluctuations and the demand for particular import com 
modities are far more pronounced than fluctuations in economic activity in 
general. This, therefore, is not a special characteristic of the United States 
economy, but is true generally of industrial countries with large imports. 

Altogether apart from the cyclical fluctuations in inventories, imports, and 
industrial production, the American economy exerts an influence on the outer 
world because of its greater productivity, flexibility and efficiency—and shall 
I say also its vitality. For there is little doubt that some of the dollar problems 
of the world are attributable to the high productivity of the American economy 
and the speed with which it exploits technical innovations. The Angell report 
refers, it is true, to “disturbances that may often be inseparable from the eco- 
nomic progress itself,” but it neither expands this consideration nor draws any 
conclusion from it. Nor does it refer, even in passing, to the problem of eco- 
nomic growth—balanced expansion, adjustment of national economies to new 
situations, international trade equilibrium, etc. 

While almost exclusive emphasis is placed in the Angell report on deflation 
ary influences that the United States may exert on the outer world, almost 
nothing is said of the obverse case of the inflationary influences that may pre- 
vail in foreign countries and may lead to an increase in their demand for im- 
ports from the United States. Indeed, the only mention of the problem of in- 
flation and internal economic balance generally is that “nothing in the ap- 
proach we have suggested will relieve any country of the responsibility oi 
limiting its demands for consumption and investment to the total of the re- 
sources available to it, if it is to avoid inflationary pressure.’ The conse- 
quences of a lack of internal balance for external equilibrium are not explored, 
although, as experience shows, a deterioration in a country’s balance of pay- 
ments may be due not only to deflationary influences from abroad, but also 
to inilationary influences at home. No consideration is given to the desirability 
of following financial policies that would enable the countries to build up re- 
serves in periods of prosperity, which would in turn provide the first cushion 
to absorb the shock of a recession. The Angell report thus displays a lack 
of balance in its conception of the problem of international economic balance 
and in its formulation of policy considerations. 

That international payments of a country can be unbalanced because its 
currency is weak is a matter of common observation. Conversely, if and when 
domestic inflation is overcome, the effect on the balance-of-payments position 
may be striking. The postwar currency experience of Western Europe offers 
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several examples of balance-of-payment crisis amidst domestic inflation, 


inilowed by a recovery in the international position accompanying the re-estab 
lishment of a reasonable monetary stability at home. The critical phase of the 
balance-of-payment difficulties of Western European countries came in most 
cases at a time, as in 1949 and 1951, when inflationary pressures in the United 
States had somewhat subsided but were continuing elsewhere; however, in the 
individual countries the balance-of-payment difficulties came to a head at 
different times that depended on the severity of inflation and on the speed 
and resoluteness with which countermeasures were taken. As a rule, these 
countries were in deficit in their international payments not only with the 
United States but also with every other major area of the world. Despite the 
postwar monetary experience, however, no consideration is given in the Angell 
report to the impact on international payments of the existence of a slower rate 
of inflation in the United States than elsewhere, or of the subsidence of infla- 
tion in the United States while inflationary pressures continue elsewhere. Yet, 
it is this slower rate of inflation or this subsidence, rather than deflation, in 
the United States that seems to have exerted adverse effects on the balances of 
payments and gold and dollar reserves of foreign countries in 1949 and 1951. 

The Angell report also attaches considerable importance to the “indirect 
effects of fluctuations in effective demand in a major industrial country” (7.c., 
the United States) on the rise in primary commodity prices and hence on the 
terms of trade of the “other” industrial countries (i.e., industrial Western 
Europe). It rightly points out that “neither of these indirect effects can be 
overcome by the mere assurance that a country in which a recession originates 
will maintain its flow of foreign exchange to the rest of the world . . .”; it does 
not, however, note that increases in wages and other costs were as a rule a 
more powerful inflationary force in Western European countries than increased 
import costs; and that although the terms of trade appeared to have worsened 
by practically the same extent in France, Germany, Switzerland, and the 
United Kingdom, and to a somewhat smaller extent in the Netherlands, some 
of these countries lost gold and dollar reserves while others gained; in the 
latter countries the deterioration in the terms of trade was offset by heavier 
exports. 

Another aspect of the Angell report that I would wish to qualify is its ex- 
clusive emphasis on international liquidity. The report is essentially a short- 
run program of action; but it seems to present that action as conducive, by 
itself, to lasting international balance. There is no warning that the interna- 
tional payment difficulties also reflect deep-seated economic maladjustments; 
and that a realistic step-by-step approach to better international balance 
requires not only additions to international liquidity but also structural read- 
justments in the productive capacity within countries and in the patterns of 
trade among countries. I am fully aware that the problem of establishing con- 
ditions conducive to higher economic productivity and efficiency was outside 
the terms of reference of the Angell group; what I miss in its report is any 
indication that the policy considerations put forward concern merely one 
aspect of the problem the world is facing. 

To sum up: notwithstanding the Angell report, the problem of international 
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economic stability is only partly the maintenance of adequate effective demand 
in the United States; it is also one, in the short run, of the monetary stability 
and, in the long run, of the economic productivity, of the outer world. The 
international payment difficulties, far from arising solely from the cyclical 
swings in United States economy, are also the result of the relatively larger 
real resources and higher productivity of the United States than of the rest of 
the world, and partly also of the smaller degree of inflation in the United States 
than in most other countries. The insistent demand for improvement in living 
standards, the pressure of economic development, and the requirements of 
defense are likely in other countries to exert inflationary pressures that will 
very probably be much greater in terms of their resources and productivity than 
comparable pressures in the United States. For these fundamental reasons, 
while the “alternative practical ways” of the Angell report represent a marked 
advance in realistic approach to intelligent and effective international economic 
policy, the hard core of the problem of reconciling international economic 
balance with internal economic balance under a steady and high level of em- 
ployment in individual countries as a whole remains. Nevertheless, the Angell 
report is, within its terms of reference, an eminently reasonable step forward 
in attempting to deal with the particular problem of reducing the international 
impact of recessions that may arise in the next few years. 
M. A. Kriz 
New York, N.Y. 


Economic Survey of Europe in 1950. Economic Survey of Europe in 1951. 
Prepared by the Research and Planning Division, Economic Commission 
for Europe. (Geneva: United Nations. 1951 and 1952. Pp. xii, 263; and xi, 
243. $2.50 and $1.50.) 

The economic and political fate of the United States has become intimately 
connected with the economic development of the European continent and the 
British Commonwealth. It is fortunate that the annual surveys published 
by the Economic Commission for Europe make it easy for every American con- 
cerned with international problems to become acquainted with the economies 
of these regions. 

The surveys give a concise and yet complete picture of basic events and 
problems; they describe and analyze the changes in production and trade an« 
pay particular attention to the problems of domestic inflation and the balance 
of international payments. In addition, the survey for 1950 contains a valu- 
able discussion of the raw material situation, and the survey for 1951 devotes 
special chapters to the economic development of the Soviet Union and to the 
coal situation. Each survey presents more than 100 statistical tables including 
virtually all the data needed for understanding the economy of Europe. 

If the authors of the surveys were content with description and analysis, no 
more would have to be said about their work except to praise it. However, the 
authors also offer advice on the solution of Europe’s economic problems, and 
they try to appraise the policies adopted by the European authorities. The 
ECE staff includes some of the outstanding economic experts of our times, who 
have the right, and indeed the duty, to make their views known to the public. 
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Nevertheless, these additional functions also entail additional responsibilities, 
and the authors must be prepared to face criticism looking beyond technical 
accuracy and competence to the validity of their proposals and the soundness 
of their judgment. 

The result of that criticism is disheartening. All too often, the authors’ pre- 
dictions fail to come true, and their policy recommendations prove unwise. The 
very fact that the authors of the surveys are probably the best qualified group 
of economic experts in Europe, makes their errors of judgment a particularly 
serious matter. 

This review briefly discusses three topics—inflation in the United States, 
inflation in Europe, and exchange rate policies—where the shortcomings of the 
surveys are most apparent. It should be understood that the selection is one- 
sided: the authors did much better in other matters. However, many of these 
other topics were not particularly controversial, and it would have been sur- 
prising if a group of brilliant economists had not been correct in their diag- 
nosis. Moreover, the criticism does not imply that this reviewer would have 
had a higher batting average if he had happened to participate in the game: it 
is easy to judge events correctly in hindsight. Still, the pattern of the mistakes 
made in the surveys seems to warrant some conclusions which may help the 
authors to avoid future repetition. 

Inflation in the United States. The authors of the survey for 1950 were 
deeply concerned about inflation in the United States. They calculated for 
1951 an “inflationary gap” of $20 billion, resulting from a rise in “real” output 
of $20 billion as against an increase in monetary demand by $40 billion. They 
predicted that this inflationary pressure would lead to a rise in imports and 
fall in exports large enough to produce a “‘sizeable”’ deficit on current account. 
The change in the balance of payments would add to the inflationary forces 
abroad (pp. 23-26). Moreover, “the rate of increase in U. S. demand is so large 
that supplies available for Europe may actually fall” (p. 59), and the infla- 
tionary pressure in the United States would make it impossible for this country 
“to provide exports of manufactures .. . to meet the rise in foreign demand” 
(p. 159). 

In the survey for 1951, the authors conceded that inflation had come under 
control in the United States, and attributed this event mainly to the restric- 
tions On new construction and “the remarkable quiescence of consumer de- 
mand” (p. 6). The authors failed to acquaint their readers with the general 
anti-inflationary credit policy of this country and did not try to correlate the 
“remarkable quiescence of consumer demand” with that policy. They conceded 
that “actual developments so far might seem to have gone counter” to the 
prediction of falling exports—actually, exports rose from 1950 to 1951 about 
46 per cent by value and 28 per cent by volume-—but made the excuse that 
exports had been “at a relatively low level in the first half of 1950” (p. 92): as 
if the authors had not known this fact when they made their prediction. 

The authors also conceded that there has “undoubtedly” been “exceptional 
flexibility” in the American economy, “which has no parallel elsewhere in the 
conversion to military production and the struggle against inflation.” Lest this 
admission be taken as an acknowledgment of the virtues of a free economy, 
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they hastened to add that “the one other big industrial economy where such 
flexibility exists is the Soviet Union” (p. 7). The basis of this statement remains 
obscure since according to the survey itself (pp. 141 and 144) the Soviet 
Union, unlike the United States, since the end of the war had continuously 
diverted a high percentage of its output to military purposes and therefore did 
not have to face the problem of rapid reconversion at all. 

Inflation in Europe. In the survey for 1950, the authors were also concerned 
with the danger of inflation in Europe. They even hazarded the prediction 
that “the inflationary situation has already developed to such an extent that 
counter-measures taken now are likely to prove too late” (p. 21). In view of 
the European armament programs they felt it “safe to conclude that the in- 
crease in civilian consumption and investment will be extremely small at best’’; 
the possibility of achieving the necessary adjustment ‘“‘without further infla- 
tion seems remote” (p. 139). 

Actually the year 1951 was much better than these predictions assumed. 
Nevertheless, the survey for 1951 complained that the European governments 
did not follow the advice proffered by the survey for 1950—of which more will 
be said later; indeed, many European governments, instead of employing “a 
very extensive, carefully co-ordinated system of controls,” were induced ‘‘to 
seek escape during the year through a severe rationing of credits” (pp. 107- 
108). It is not quite clear whether the use of the term “rationing of credit” in- 
stead of the more usual “anti-inflationary credit policies” was meant to make 
credit policies more acceptable to the advocates, or less attractive to the 
opponents, of rationing and other direct controls; in any case, the choice of 
the term seems to obscure the differences between policies that operate through 
the market mechanism, and direct controls that seek to nullify the operations of 
that mechanism. 

The authors did not deny that these policies may have been successful in 
some instances, but they felt that any success has been purchased at too high 
a price. In a number of countries the policies have led to “reductions in public 
investment. . . . It is difficult, however, to believe that the average quality of 
investment, from the point of view of its long-term contribution to higher 
productivity, has not been reduced by this concentration of cuts on a few 
basic industries or services” (p. 117). This reviewer finds it difficult to believe 
that public investment would invariably make a greater “long-term contribu- 
tion to higher productivity” than private investment in plant and machinery. 
However, the difference in opinion might be settled if the authors included in 
next year’s survey a chapter comparing productivity in countries relying on 
public and on private investment. 

Apart from these general statements, the authors attacked again—as in 
previous volumes—the policies of those countries that have adhered to the 
principles of a market economy, in the first place, the policies of Germany. In 
the survey for 1950 they stated that Germany “is suffering from a lack of syn- 
chronization between the rates of expansion of the various sectors of the econ- 
omy, which Government investment policy has so far done nothing to correct” 
and that therefore “the expansion of Western German output is likely to be 
permanently hamstrung” (p. 37). Germany’s temporary European Payments 
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(nion deticit was taken to show “the incompatibility between the premature 
dropping of selective controls over imports and the internal expansion required 
to absorb idle resources of men and machines” (p. 128). Worst of all, “in 
western Germany, the determination of the direction of investment has been 
leit very largely to individual entrepreneurs. Those with profits to spare have 
been allowed to invest them as they wished” (p. 151). The authors opposed 
such practices: “What is needed is a highly differentiated policy . . . likely to 
involve a much greater degree of conscious control of the working of the eco- 
nomic system than has been the practice since the monetary reform of 1948” 
(p. 152). 

Although the German authorities did not follow that advice, Germany in 
1951 increased its industrial and agricultural production more than any other 
major industrial country, kept the rise in prices and the cost of living at a 
minimum, brought its over-all foreign trade balance into equilibrium, and con- 
verted its EPU deficit into a sizeable surplus. The authors of the survey for 
1951 were not satisfied with these results. “In Western Germany, where the 
(covernment attaches considerable importance to credit policy, the volume of 
credit . . . did not rise as much as would have been required to finance easily 
the rapidly rising value of agricultural and industrial production and external 
trade. . . . In any case the credit policy seems to have hampered the develop- 
ment of production of consumers’ goods” (pp. 121-22). Actually, German 
bank credits in 1951 rose 30 per cent. The authors also felt that Germany (like 
Belgium and Italy, where the criticism was better justified) “made no inroads 
whatsoever into their heavy unemployment” (p. 124); actually, industrial em- 
ployment rose 8 per cent during the year, and the ratio of unemployment 
dropped 12 per cent. Finally, the authors found that “in western Germany 
industrial wages have stagnated” (p. 112); actually, real industrial payrolls 
rose about 10 per cent during 1951, but it is.true that this rise compares un- 
favorably with the increase of about 15 per cent during 1950. 

However, Germany was not the only sinner. In the survey for 1950 Austria 
and France were accused of overgreat “financial caution” (p. 52). Unlike 
Germany, these two countries apparently took the criticism to heart and so, in 
the survey for 1951 France was told (and the same could have been said about 
Austria) that its “expansionary credit policy . . . was a contributory factor in 
a major inflation” (p. 122). 

In the survey for 1950, the United Kingdom was advised to increase its 
imports from Europe and to divert its “own exports away from Continental 
Kuropean markets to overseas sterling area markets” since “the most difficult 
problem in EPU may prove . . . the credit position of the sterling area. While 
the slowing down in the rate of growth in this position in March [1951] may 
point to some easing of the problem, it seems more likely that sterling area raw 
materials will continue to be avidly sought after by western European coun- 
tries, tending, at prevailing high prices, further to accentuate the British 
surplus” (p. 129). The U. K. government apparently believed in the soundness 
of this judgment, and in the second half of 1951 converted its EPU surplus into 
a deficit of $783 million. As a result, the survey for 1951 had to devote several 
pages to “the payments crisis of the United Kingdom” conceding that “in the 
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event, the increase in imports was much larger than expected” (pp. 81-82). 

Exchange Rate Policies. The authors of the survey for 1950 proposed the 
adoption of repeated changes in exchange rates as a method of anti-inflationary 
policy; in particular, they advocated a substantial appreciation of non-dollar 
currencies in order to minimize the impact of increased dollar prices of raw 
materials on the non-dollar world. 

The proposal was explicitly based on three assumptions: first, that dollar 
prices of raw materials would not substantially decline; second, that the 
United States, because of raw material shortages, cut in civilian consumption, 
and general inflation would be unable to increase exports; and third, that the 
European countries would similarly be unable to increase exports (p. 159). 
Since all these assumptions proved unfounded, the proposal was unjustified 
according to the standard set by the authors themselves. However, in this re- 
viewer's opinion, it would have been unsound even if the assumptions had been 
more realistic. 

The authors conceded that the devaluation of most European countries in 
1949, which they had opposed at that time, contributed to the improvement 
in the balance on current account of the devaluing countries; somewhat more 
cautiously, they also conceded that devaluation “may have contributed to the 
general upturn in economic activity and the expansion of world trade” (p. 
106). They tried to show, however, that upward revaluation in 1951 would 
not have the reverse effect: they believed that the fall of import prices (in local 
currency) would not lead to a rise in imports, nor the fall of export prices (in 
local currency) to a decline in exports so that the balance of current inter- 
national payments of the revaluing countries would not deteriorate (p. 162). 
This argument is pure speculation: the weight of evidence, including that oi 
the devaluation of 1949 cited in the survey itself, points to the contrary. 

Furthermore, the authors conceded that their proposal would make it neces- 
sary to vary exchange rates quite frequently: “the monetary authorities should 
be able and willing at any time to adjust the rates . . . in either direction and 
to whatever extent seems appropriate” (pp. 162-63). The authors did not en- 
visage any international consultation; moreover, they conceded that accept- 
ance of their proposal “might” make necessary the imposition or strengthening 
of import controls (p. 164, note 2). Their recommendations thus did not aim 
at liberalizing international trade and payments relations, but on the con- 
trary, at enabling any country “to insulate its own price system from external 
influences” (Survey for 1951, p. 119). 

The authors took their stand apparently because they believed that the 
market-price mechanism was unable to produce a workable economy. This 
conviction explains their distrust of credit policies that are based, at least in 
part, on the working of the interest rate (i.e., the price of money capital) ; their 
preference for continuous government manipulation of exchange rates (i.e., the 
price of foreign currencies); their criticism of the economic policies of the 
United States and of those European countries that adhere to the principles of 
a free economy; their skepticism as to the liberalization of inter-European 
trade and finance (Survey for 1949, pp. 105-107); their belief in the superior- 
ity of public over private investment; and even their discussion of the sig- 
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nificance of changes in the prices of raw materials (Survey for 1950, pp. 5-10) 
and of coal (Survey for 1951, p. 167). 

Traditional economics may have taken the functioning of the market-price 
mechanism too much for granted. The réle of prices, and especially of interest 
and exchange rates, needs further clarification, and in some instances a policy 
based on other than price considerations may indeed be superior to a policy 
relying exclusively on the forces of a free market. However, on the basis of 
our present knowledge of economic behavior, a dogmatic rejection of policies 
utilizing the market-price mechanism would be no more justified than a dog- 
matic rejection of all alternatives. If the authors of the surveys appreciated 
the achievements of traditional economics as much as they appreciate its short- 
comings, they might have a better chance to see their predictions come true and 
their advice prove helpful. 

In the meantime, the theoretical economist will greatly profit from the 
stimulating ideas expounded by the authors of the surveys, but the practical 
economist will do well to approach them with caution, 

J. Herpert Furtu 

Washington, D.C. 


International Economic Papers, No. 1. Edited by A. T. Peacock, H. S$. Hou- 
THAKKER, F. A. Lutz and E. Henpverson. (London and New York: 
Macmillan. 1951. Pp. 244. $3.50.) 

The International Economic Association is to be congratulated for its deci- 
sion to bring out an annual volume of translations into English of articles 
initially published in other languages. The choice of the language of transla- 
tion is one that will be particularly welcome to American and British econo- 
mists, though hardly to be taken as a compliment to the catholicity of their 
reading habits. As Professor Haberler, president of the Association, remarks 
in the Foreword, “Economists in English-speaking countries will, I believe, be 
ready to confess that they are especially guilty of neglecting what is going 
on in other languages.” He further expresses the hope ‘that this will maximize 
utility by benefitting . . . also the large number of English-reading economists 
all over the world.” There is every prospect that the hope will be fulfilled. 
Economists everywhere should find much that is stimulating in this initial 
collection, and it is to be expected that future issues will offer a fare that is 
even more varied in geographical coverage and more current than that of 
this promising pioneer volume. 

The national origins of the present selections are European but they can- 
not be individually identified in all cases. Since the language of initial publica- 
tion is an equivocal guide, the Editorial Board would be well advised in future 
to include a page giving the connections of the authors, after the manner of a 
Seymour Harris omnibook. In the present instance, it is safe to say, this 
service would have been wholly superfluous only in the cases of Frisch, von 
Stackelberg, and Tinbergen. Except for the article by Frisch, ‘“Monopoly- 
Polypoly—The Concept of Force in the Economy,” the initial publication 
dates of the ten selections range from 1942 to 1950. The Frisch article, 
which first appeared in 1933, was presumably included because it sets forth 
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some ol the seminal ideas developed in his later work in dynamics. 

With one or two exceptions, each article deals with a distinct topic. No 
vrouping has béen attempted, the selections being presented in alphabetical 
order. The lead-off article, entitled “The General Principles of Rate-Fixing 
in Public Utilities,” is a report, written in 1949 by Gabriel Dessus, of the 
discussions and conclusions of a special session of the Tariff Committee of the 
Union Internationale des Producteurs et Déstributeurs d’ Energie Electrique. 
The central issue before the committee, which included railway tariff experts 
as well as economists, was whether public utilities should, as has often been 
recommended, price their services at marginal cost. Because the purpose 
was to throw light on questions of practical pricing policy, the approach is 
firmly pragmatic. But because the aim was also to discover what help, if 
any, economic theory could provide, the framework is rigorously analytical. 
lhe meaning of marginal cost in a non-static world is closely examined. So, 
too, are the problems of forecasting demand and of pursuing, or failing to 
pursue, discriminatory pricing policies. The result is a rare blend of compact 
theoretical and institutional analysis, meaningful to economists and useful 
to administrators who are concerned with the welfare aspects of their 
decisions. The major conclusion is that “the argument for marginal cost 
sales rests on a number of presuppositions” (which are stated) and that, 
Unless all these conditions be fulfilled, the desirability of selling at marginal 
cost cannot be demonstrated.” The requisite conditions may, of course, be 
fulfilled. The French Electricity Authority, we are informed, has already put 
the report to effective use. 

G. T. Guilbaud’s essay on “The Theory of Games” is an attempt “to set 
some aspects of their |von Neumann and Morgenstern’s| work in a wider 
context and to show a kind of continuity .. . between Homo Oeconomicus 
old and new.” Beginning with a brief statement of Pareto’s criterion of 
economic efficiency, Guilbaud proceeds by a series of carefully integrated 
steps to a consideration of the theory of games as a possible explanation of 
the manner in which effective economic preferences get expressed. Along the 
way, the reader is granted a lucid glimpse of some relevant elementary aspects 
of the mathematical theory of structures. Guilbaud’s exceptional gifts of 
exposition and style, which seem to have lost nothing in translation, enable 
even the non-mathematician to follow the argument, though not without 
effort. Most such readers can expect to gain new insight concerning the 
place of the theory of games in the stream of economic thought. The Frisch 
and Guilbaud articles, incidentally, make interesting comparative reading. 

Suggestive elaborations of macro-economic theory are contained in Bent 
Hansen's “Fiscal Policy and Wage Policy” (1950) and Erich Schneider's 
“Saving and Investment in a Closed Economy” (1942). The dating is of some 
significance. Schneider, with the aid of arithmetical models, develops the point 
that identical ex ante magnitudes of saving and investment will not necessarily 
lead to identical ex post results. They will do so only if the ex ante magnitudes 
in the first situation are the same as those in the second for each separate 
economic unit. Hansen is concerned with the problem of avoiding secular 
inflation under full employment when trade unions insist on obtaining for 
their members a steady increase in real wages approximately equal to the 
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long-term rise in productivity. His solution, in part, is to stabilize the labor 
market at an agreed constant money wage, converted into a constant real 
wage by so varying indirect taxes as to offset the price effects of productivity 
changes. Concurrently, he would distribute productivity gains and maintain 
effective demand by manipulating direct taxes and State expenditures. On the 
problems of wage structure and labor allocation he is silent. The gap between 
his analysis and a working blue-print for public policy is still wide, as 
Hansen himself recognizes. But no economist conscious of the profession’s 
failure to provide criteria for wage determination under collective bargaining 
will be inclined to carp. 

One of the two articles by Tinbergen, “The Significance of Wage Policy for 
Employment,” deals with an aspect of the problem treated by Hansen, but in 
a less complete way. The other Tinbergen article, “Some Remarks on the 
Distribution of Labor Incomes,” throws new light on reasons for the dis- 
crepancy between the presumed symmetrical frequency distribution of abilities 
and the skewed distribution of incomes. Empirical investigation along lines 
opened by Tinbergen’s methods might provide new content for the none- 
1oo-full boxes labeled “net advantages” and “non-competing groups.” 

Capital theory has fallen somewhat out of fashion of late years, but there 
are signs of its revival in some of the rapidly growing literature on economic 
development. Perhaps this is why it was decided to include a contribution by 
the Soviet economist, S. G. Strumilin, on “The Time Factor in Capital In- 
vestment.” Once habituated to Strumilin’s Marxist terminology, and his use 
(for the most part) of labor units rather than money as numeraire, the reader 
discovers that his criteria are essentially those familiar to Western economists. 
An interesting feature is his criticism of Soviet planners for failing to include 
in their cost estimates an allowance for “normal accumulation.” For classical 
economists, no paradox was involved in the distribution as personal income 
of cost elements assigned to the impersonal services of capital and land. Marx, 
instead of elaborating the paradox, denied the existence of the latter ele- 
ments. Strumlin, in a sense, is now introducing them through the back door. 
He also suggests that the need for depreciation arises solely because of 
the increase in productivity and the consequent fall in the value of old capital 
equipment. Depreciation is thus not a direct function of time and use, but of 
the time-rate of technological change. Reflection on this point might help to 
clarify some of the conceptual ambiguities inherent in the usual treatment of 
depreciation as an element uncertainly suspended in the ill-defined gap be- 
tween obsolescence and maintenance. Lest readers of Strumilin’s article be 
misled into thinking it representative of current thought on the subject in 
the USSR, they are referred to Norman Kaplan’s summary’ of at least a dozen 
variant views that have recently appeared in the Soviet literature. 

The two remaining articles in the collection should be labeled “for special- 
ists only.” That of E. Zaccagnini, on “Simultaneous Maxima in Pure Eco- 
nomics,” is for mathematical economists. That of von Stackelberg, on “The 
Theory of the Foreign Exchanges Under Perfect Competition,” is for econo- 


*“Investment Alternatives in Soviet Economic Theory,” Jour. Pol. Foon, Vol. 1.X 
(April, 1952), pp. 133-44, 
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mists interested in pursuing that will-o-the-wisp, the equilibrium exchange 
rate. The most rigorous portion of von Stackelberg’s work is that which deals 
with elasticities, and it is certainly one of the most thorough theoretical 
treatments of this subject to appear in the literature. He also has some tren- 
chant observations to make concerning the probable empirical values of the 
elasticity coefiicients under various conditions. But all this is subordinate to 
the central purpose of reappraising the purchasing power parity theory and 
formulating the conditions of international equilibrium. In these latter re- 
spects, von Stackelberg is less successful. His views are summed up in the 
statement that “the decisive factor in the equilibrium of the foreign exchange 
markets is always the movement of investment capital.” There are, of course, 
many circumstances in which international financial transfers can be regarded 
as decisive, but this must be an empirical, not an analytical, conclusion. 
Writing in isolation during the war, and apparently unaware of modern work 
in the field, von Stackelberg developed independently the theory of insta- 
bility of the balance of payments. This alone warrants the inclusion of his 
article in the present collection. 
CHANDLER Morse 
Cornell University 


United States Administration of Its International Economic Affairs. By 
WALLACE Jupson Parks. Foreword by James Grafton Rogers. (Balti- 
more: Johns Hopkins Press. 1951. Pp. xxv, 315. $5.00.) 


This book, despite its title, is much more than a technical manual on the 
operations of our national government in selected sectors of international 
affairs. One of its chief merits, from the standpoint of the economist, is that it 
presents a systematic and highly condensed account of both the wide range of 
economic activities in which the national government engages and the extent 
to which many of these activities directly affect the capabilities of this nation 
to carry out its announced policies in the area of foreign affairs. The author is 
particularly successful in demonstrating by concrete examples that economic 
activities which were previously considered, or alleged, to be primarily o/ 
domestic concern now have incidences abroad of such magnitude and severity 
that we cannot safely ignore the probable international repercussions oi 
domestically oriented policy decisions. 

Dr. Parks also provides a comprehensive and informed analysis of United 
States government organization, focused primarily at the Executive Branch 
level in Washington, and he suggests various ways of improving the processes 
of decision-making and program administration in the field of international 
economic activities. In general, he accepts as a basic principle that Executive 
Branch “action” agencies concerned with the production, trade and finance 
segments of economic activity should be organized to serve both the domestic 
and international ramifications of their subject-fields. For example, the De- 
partments of Agriculture and Commerce would be charged with action re- 
sponsibilities for both domestic and international aspects of production and 
trade in the respective sectors of agriculture, and of manufactures and min- 
erals. He does not, however, apply this principle in a doctrinaire manner. He 
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recognizes that such subjects as commercial policy and international transport 
and telecommunications cannot be neatly classified and assigned as the exclu- 
sive responsibility of a designated government agency. Moreover, “Politics 
destroys the neat patterns of the administrative expert” (iootnote, p. 245). 
Above all, Parks emphasizes that actions undertaken by these government 
agencies should be closely coordinated and integrated with detailed programs 
designed to achieve our national objectives. 

Throughout the book, Parks aims to achieve an organization which will beth 
facilitate, and be responsive to, the exercise of initiative, direction, coordina- 
tion, and review of international economic affairs by the Office of the Presi- 
dent and the Department of State. “One of the fundamental responsibilities 
of the State Department is to serve as the focal point within the government 
for planning, organizing, directing, and reviewing U.S. relations with the other 
countries of the world—‘to run ahead of events, to fix the frame of action, to 
lead positively’ ”’ (p. 220). 

Parks is concerned about the tendency toward the “personalized power” of 
the Presidency in foreign affairs and the great demands on the President’s 
attention. He concludes that an organization is needed, “able to act largely in 
his stead and to assure that foreign policy will receive due consideration in the 
framing of national policy” (p. 226). The author favors the creation of an 
International Economic Council, chaired by the State Department and com- 
posed of members of the President’s Executive Office, Treasury, Commerce, 
Agriculture and Defense Departments, and the Mutual Security Administra- 
tion. 

The author, in order to make his task more manageable, has had to exclude 
from specific consideration such vital factors as the organization of United 
States government activities in its overseas missions, government personnel 
policies and management, international labor matters, and the increasing in- 
volvements of the Armed Services in international economic affairs (p. xv). 
These are important considerations which might, when closely examined, lead 
to modifications in some of the author’s detailed recommendations on govern- 
ment organization. Furthermore, while Parks recognizes the “unavoidable 
artificiality in subdividing the total domain of foreign affairs into categories 
such as economic, military, political, social” (p. 39), he tends to regard inter- 
national economic activities as serving their own exclusive and independent 
ends. Economic goals are of course very important in our domestic society. In 
the conduct of foreign affairs, however, it seems more useful, at least in the 
present period of overt and veiled aggressions throughout the world, to regard 
international economic activities as one of the available means or instruments 
for the achievement of our national objectives in the field of foreign relations. 
If this view is valid in the circumstances, then it seems to me that Dr. Parks 
understates the importance of political and military considerations in the 
conduct of international relations involving economic matters. Accordingly, he 
overstates the advantages of establishing an International Economic Council 
which would be parallel with the National Security Council (p. 266). The 
NSC, which is a cabinet-level body frequently chaired by the President, gives 
indications of developing into a competent organization for establishing 
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national policies, both domestic and foreign, and achieving a unity of concep- 
tion in their execution. What really seems to be needed is more planning and 
staff work, integrated on an Executive Branch basis, which would enable the 
President to assign priorities to his policies, determine the various means or 
instruments to be employed (especially in the field of foreign affairs where 
the military factors are so important), and set the amounts of resources to 
be made available for carrying out the established policies. Thereafter, in the 
field of international economic activities, the proposed International Economic 
Council would serve its proper function in undertaking its immense tasks of 
program coordination and in securing Congressional approval. 

This book makes important contributions to the concept and organization 
of the national government for the conduct of foreign affairs, and deserves 
careful consideration by economists and government officers concerned with 
international economic activities. 

H. Bray 

Washington, D.C. 


Business Administration 


Changing Concepts of Business Income——Report of Study Group on Dusiness 
/ncome. Sponsored by the Rockefeller Foundation and the American In- 
stitute of Accountants. (New York: Macmillan. 1952. Pp. ix, 160. $2.00.) 

The general wave of overoptimism of the late 1920's affected the decisions 
of accountants as well as those of the business community generally. Conse- 
quently, the accounting profession retreated from exercising judgment in the 
preparation of reports to embrace firmly the historical cost doctrine. As a 
result of the group and committee studies which have been made in recent 
years, the accounting profession now seems to have once again progressed to 
the stage it had attained in the mid-1920’s. The book under review has made 
a significant contribution to this achievement. The inhibitions against the exer- 
cise of professional judgment appear to have been partially overcome. 

To the readers of this book who are not familiar with the accounting litera- 
ture since the end of World War I, much of its contents might seem to be a 
restatement of the familiar and obvious. However, in view of the persistence of 
differences in points of view which have been debated continuously among 
accountants and other interested parties for over three decades, a need for a 
careful assessment of the issues has existed. The present Report of the 
Study Group on Business Income, financed by a grant from the Rockefeller 
Foundation, fills this need in a serious, well-reasoned fashion. It is a useful 
summary and analysis of the major issues which have long concerned account- 
ants. The level and tone of the volume reflects considerable thought and 
competence. 

Economists are directly concerned with the issues with which the volume 
deals. Economists cannot describe, generalize about, or predict the behavior 
of the firm unless they have a sure grasp of the major communication device 
of business--accounting reports. One senses a general disposition of econ- 
omists to disdain the efforts of accountants, yet the products of accountants are 
the subject matter of empirical studies for testing and developing economic 
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doctrine. The national income accounts aggregate accounting data. The re- 
emergence of the balance sheet as significant for the theory of the firm also 
underscores the dependence of economists upon accounting reports. Further- 
more, this study indicates how traditional accounting practices may cause in- 
vestment to be misallocated and to aggravate cyclical fluctuations in invest- 
ment (one of the dissenters to the Report, Mr. Solomon Barkin, misunderstood 
the illustration used by the Committee, and erroneously inferred that a de- 
parture from traditional accounting principles would cause the average level 
of investment to be reduced) .* 

It is quite appropriate, therefore, that the assistance and collaboration of 
the economic profession was sought and received. But it is significant that 
little progress was achieved in finally resolving the fundamental problems at 
issue. 

The voluine deals with a multitude of items, but the basic issues may be 
briefly summarized. Concepts of income are reviewed, difficulties and disagree- 
ments of economists and others are described. The Group concludes that “in- 
come” is used in many senses, that its measurement may properly vary with 
the purpose for which it is being determined, and that it should be used with an 
explanation to indicate its viewpoint and purpose. Economists may be chal- 
lenged by this protean income concept. 

Income accounting is described as resting upon three postulates justified on 
pragmatic grounds: (1) Monetary postulate—fluctuations in general price 
levels may be ignored; (2) Postulate of permanence—-the enterprise is deemed 
to be immortal; (3) Realization postulate—while costs are measured on an 
accrual basis, revenues are measured on a realization basis. 

All three propositions raise interesting and difficult questions. However, 
since the controversies center on the first, attention is here directed to aspects 
of this convention. 

The fundamental issue is whether accounting reports shall record costs or 
current values. Accountants have defended themselves from many criticisms 
in recent years, and have declined to recognize dynamic changes in the environ- 
ment by disavowing responsibility for presenting information on current 
values. Accountants record historical costs and their expiration. 

The general position of this book departs from the traditional pattern. It 
holds that recent and prospective price level changes necessitate recognition in 
accounting reports. Practical computational difficulties are recognized as 
serious. Consequently, the Committee recommends that calculations based on 
an altered monetary postulate be initially restricted to costing inventories used 
and measuring property exhaustion, and further that such information be pre- 
sented in merely a supplementary fashion. In general, great reliance is placed 
upon the usefulness of full disclosure of transactions and their clear presenta- 
tion. 

The Committee itself invited collaboration and comments from many 
ources. The book contains a section of “Comments and Dissents.”’ From these 
and articles appearing in the accounting journals can be distilled the following 
criticisms for evaluation. 


"Ch. Changing Concepts of Business Income, pp. 76-77 vs. p. 117. 
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1. The Committee is charged with a bias. In the light of the views invited 
and the requests for comments and criticisms, this accusation can readily be 
dismissed as without foundation. The Committee delineated the various posi- 
tions on the issues raised in addition to indicating the views it would embrace. 

2. The opposite criticism has also been made: that the Committe hearkened 
to so many opinions that its final conclusions and recommendations consist of 
watery compromises. The scope of the modification of the monetary postulate 
is said to be unduly limited and the omission of reference to Sweeney's con- 
tributions to the subject matter under discussion is noted. The recommenda- 
tions of the Committee on Concepts and Standards of the American Account- 
ing Association are more thoroughgoing and call jor a detailed reconciliation 
between the complementary statements.* 

3. It is further argued by dissidents that accounting statements should not 
seek to reflect current values because it would be necessary to use index num- 
bers, the construction of which presents problems as yet unsolved. But the 
monetary unit—the unit of account—in its basic nature is of the quality of an 
index number. It is inconsistent to argue against the use of index numbers 
when accounts are continuously reckoned by the arch-index number. Further- 
more, it can be convincingly demonstrated that the use of even imperfect index 
numbers is likely to yield more useable and significant results than are secured 
by ignoring changes in the general price level. 

4. It is urged that the basic alterations in accounting practices are not 
needed because general agreement cannot be secured on the changes to be 
adopted. This is akin to arguing that because doctors may not agree on a 
remedy, it follows that the patient is not really ill and no restoratives should 
be prescribed. Since the procedures recommended by the Committee will ini- 
tially represent only supplementary statements, it would not seem necessary or 
advisable to await complete agreement on the procedures as a prerequisite to 
general adoption of the recommendations of the Group. 

5. But to develop even supplementary statements, it is asserted, implies in- 
adequacy of present accounting statements and constitutes a “confession of sin 
and error.”’ Again it appears inconsistent to hold that accounting statements 
deal in costs, not values, and yet at the same time to be unhappy because 
accounting statements are said not to serve the needs of managers, investors, 
and the public at large for information on current values. Perhaps accountants 
have been guilty of the sin of inadequacy and the error of misplaced accuracy. 

6. As an alternative to the recommendation for a general adoption by ac- 
countants of the practice of providing supplementary statements which seek 
to record current costs, it is proposed that action take place less systematically 
upon an experimental basis. While one may applaud the recognition of the 
desirability for further experimentation in accounting procedures, it appears 
that the needs for information on current values constitute a basis for requiring 
further impetus to progress at this stage. 

* Accounting Review, XXVI (October, 1951), 468-474. See also a proposal for dual 
accounting reports by N. H. Jacoby, “Some Trends in the Interpretation of Business Prof- 


its,” Accounting and Tax Problems in the Fifties. (New York: American Institute of 
Accountants, 1950), 40-49 
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7. Many indications, even in the Report of the Committee itself, reflect a 
feeling of accountants that full disclosure and detailed effective presentation of 
transactions will adequately serve the needs of users of accounting reports. But 
the accountant’s responsibility is greater than this. Inevitably, the choice of his 
items and the arrangement of information reflect a theory of value and pro- 
spective uses of the data. While cognizant of varying needs, the accountant 
as a chief producer of the information has a responsibility to provide not only 
raw materials, but also at least a semi-finished product. 

Thus we come to the point at which critics of accounting practices typically 
arrive—the delivery of a sermon to accountants. Weary of hearing the same 
admonitions for these many years, accountants will properly reply. “If you 
think you can do better, let us see what you can do when actually confronted 
with the problems involved.” The answer calls for action both at the theoretical 
and practical level. Continued progress will be stimulated by studies of this 
kind which have enlisted the aid of specialists from related fields. Further, it 
is likely that as accountants come to grips with the challenging problems of 
their profession, they will find it necessary to add to their staffs trained econo- 
mists and statisticians. Just as a legal department enlists the services of ac- 
countants and economists in cases where these aspects are important, so will 
the accounting profession need to utilize further interdisciplinary cooperation. 
There are no accounting problems as such, just as there are no legal or eco- 
nomic problems, as such. The important problems typically cannot be dealt 
with piecemeal or in a segmented fashion. In the accountant’s case he must dis- 
card the comfort of objectivity for the challenge of useability. Relevant ap- 


proximation is preferred to obsolete precision. 


J. Frep WESTON 
University of California, Los Angeles 


Industrial Organization; Public Regulation of Business 


Basing-Point Pricing Systems under the Federal Antitrust Laws -A Legal, 
Business and Economic Analysis. By Grorce H. Sacre. (St. Louis: 
Thomas Law Book Co, 1951. Pp. xiii, 381. $10.00.) 

The main purpose of this book is to review what it refers to as “the legal 
problems of legality” of basing-point pricing systems under antitrust. Recog- 
nizing, however, that a “full and proper understanding of . . . [these] problems 

. makes essential an understanding of the business and economic back- 
ground,” it sets out to discuss “also the business and economic aspects of the 
legal problems of legality . . . with the correlation of all such aspects in one 
readily-understandable whole” (pp. x, xi). It consists of a series of descriptions 
of the various systems of delivered pricing and the methods of implementing 
them, with a statement after each of what the courts have had to say about 
it. The descriptions are prefaced by a ten-page list of all the products involved 
in antitrust basing-point proceedings, and are themselves illustrated with ex- 
amples selected from these cases. 

The book falls short of the promise of its subtitle. Its “economic analysis” 
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consists of a repetitive demonstration, in the simplest and most obvious teriis, 
that each system permits market interpenetration and produces mill-net ot 
delivered prices which are “discriminatory,” “arbitrary,” and “non-competi- 
tive.” Its “legal analysis” consists of little more than a statement, with regard 
to each practice, that the practice has been held illegal under one or another of 
the antitrust laws. 

An economic analysis of delivered pricing systems must take as its starting 
point the relationship between the economies of scale and the peculiar geo- 
graphic and temporal configurations of demand which makes purely competi- 
tive pricing impossible. And it can appraise such systems intelligently only in 
terms of a realistic appraisal of the available alternatives. The present book 
does neither. A “business analysis” must face up to the gap which the basing 
point controversies disclose between the business man’s conception of vigorous 
competition in good faith (and his insistence that accepting a reduced mill 
price to get an order is a form of price competition) and that, say, of Justice 
Black. And a legal analysis must delineate the problems of pricing within the 
good faith clause of the Robinson-Patman Act, on the one hand, and the 
prohibition of “conscious parallelism” on the other. It cannot avoid, as this 
study does, consideration of whether and under what circumstances an indi- 
vidual manufacturer’s acceptance of varying mill nets is or should be illegal. 
(The six-page discussion of substantiality of competitive impact under Robin- 
son-Patman is confined almost exclusively to the glucose cases, where the 
collection of phantom freight imposed considerably higher delivered prices and 
a manifest competitive handicap on certain buyers. ) 

This book could, I believe, be reduced to one-fifth its present length without 
the sacrifice of a single idea or virtue. It would then be possible to recommend 
it as a simple exposition of the ways in which basing point systems operate. 
But because it neither betrays nor engenders an awareness o{f the complex legal 
and economic problems which such systems raise, it is inadequate even as an 
introduction to the subject. 

Atrrep E. KAuN 

Cornell University 


Social Aspects of Enterprise in the Large Corporation. By Grorcr Hurrr. 
(Philadelphia: University of Pennsylvania Press. 1950. Pp. 237. $2.00.) 
Hurfi’s book makes interesting and stimulating reading despite the fact that 
it contains nothing essentially new. It is the most recent of a series of studies 
on the structure of the large enterprise the ancestry of which may be traced 
to Veblen’s path-breaking work. It represents a rather well-structured edifice 
built from the materials furnished by studies on: (a) the relationship between 
ownership and control in the large corporation (Veblen, Berle and Means, 
Robert Gordon); (b) organization theory (Barnard); (c) human relations in 
industry (Whitehead, Mayo, Roethlisberger); (d) enterpreneurship in con- 
temporary society (Schumpeter, Knight, Dobb, Cole); and (e) the structure 
of power over modern enterprise as it relates to the general character of social 
organization (Schumpeter, Burnham, Drucker). 
Hurff makes no attempt to offer an integrated and rigorous analytical frame 
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of relerence. His essay is essentially a survey of problems and issues with em- 
phasis on public policy rather than analysis. Following a very sketchy and 
inadequate review of concepts of enterpreneurship, the author tackles the 
problem of “Corporate Bigness and Ownership,” restricting himself, essen- 
tially, to a recapitulation of Robert Gordon’s findings. The third chapter of the 
book on “The Social Functions of Enterprise” contains, I believe, the major 
analytical contribution of the study. The enterpreneurial function is defined in 
the context of the socio-economic structure at large. Conceived as a process 
of innovation and adaptation, it is linked to the process of resource allocation 
hy means of the price mechanism. Although there is nothing new in this, it is 
phrased in a manner which suggests the elements of a rather potent heuristic 
theory in which the market mechanism is conceived as a process of information 
concerning resource scarcities. Although Hurff seems to be unaware of this, his 
presentation fits very well into current work by members of the Cowles Com- 
mission on organization theory. 

The fourth chapter on “Human Relations in Corporate Enterprise” offers 
nothing of interest for anyone acquainted with the work of Barnard and the 
Ifawthorne group. The fifth chapter on “The Division of Enterprise and the 
Concentration of Power’”’ is interesting primarily because of the policy position 
taken by the author. It is argued that the separation of ownership and con- 
trol is a social fact which must be accepted as irreversible. We must deal with 
the problems it raises by devising measures consistent with the new social 
setting rather than by attempting to turn back the clock. The author's main 
concern centers on the problem of reinvestment of earnings. He feels strongly 
that management is apt to overinvest in its own enterprise. This tendency is 
harmful not only to the stockholder but also to society at large since it leads to 
departures from the optimal pattern of resource allocation. The power of the 
stockholder over dividend decisions must, therefore, be restored. 

The last chapter deals with “The Position of Directors.”’ The directors, the 
author argues, must be conceived as public trustees or as economic statesmen. 
They should represent the complex and conflicting sources of power over the 
modern corporation—not just the stockholders. Standards must be developed 
for relating the conflicting goals and interests of the various pressure groups 
into a consistent goal system for modern enterprise. Though the position taken 
by the author may be accepted in principle, not much can be done towards 
implementing it for public policy action unless (a) the goal system (i.e., the 
preference system) of enterprise is, in fact, defined; and (b) the effects of this 
preference system (which is to be enforced by the direetors) on the pattern o! 
resource allocation are appraised. Unfortunately the author does not suggest 
any procedure for dealing with these vexing problems. 

The essay is concluded with a sketchy and uninspiring “Note on some Im- 
plications for Economic Theory.” All in all the book should be worthwhile 
reading for anyone not well acquainted with the rather voluminous literature 
on the modern corporation. As a refreshing summary of the issues, it may 
even be of interest to the specialist. 

A. G, PAPANDREOU 

University of Minnesota 
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Economic Mobilization and Stabilization. By Lester V. CHANDLER and 
Donatp H. Watiace (New York: Henry Holt. 1951. Pp. vii, 610. 
$4.50.) 

The Economics of Mobilization and Inflation. By Seymour E. Harris (New 
York: W. W. Norton. 1951. Pp. xii, 308. $4.50.) 

The Economics of Armament Inflation. By JuLes BACKMAN (New York and 
Toronto: Rinehart. 1951. Pp. xvi, 234. $1.75.) 

Time has dealt harshly with economists. Before we have had an opportunity 
to digest the experience of World War II and come up with a balanced view 
of the réle of controls in a mobilization effort, we are required five short years 
after the last major effort to deal with the problems once again on an operating 
basis. Moreover, the aftermath of World War II was a prolonged inflation 
which tended to color the viewpoints of those seeking to recommend the right 
policies in the summer of 1950. Our position is best expressed by Aeneas 
when, in response to Dido’s request to describe the fall of Troy, he replied: 


“Infandum, regina, jubes renovare dolorem 
. . quaeque ipse miserrima vidi 
Et quorum pars magna fui.”* 


Complicating the problem in mid-1950 was the fact that the character of the 
new mobilization was particularly uncertain. Were we then faced with all-out 
mobilization or with a limited program? If the former, how could we avoid 
resorting more or less to the full panoply of controls which marked World 
War II? If, on the other hand, we were concerned with a partial or limited 
mobilization of uncertain or relatively long duration, did we need many, if any, 
of the direct controls? 

When this review appears it will be two years since the new mobilization 
effort began. The reviewer of these three books has the great advantage of 
hindsight over the authors of the books. This is particularly true since the 
hooks were written in the late summer of 1950 and in early 1951. The authors, 
therefore, could not take account of the highly paradoxical economic develop- 
ments since the spring of 1951. I refer to the prolonged lull in consumer spend- 
ing with rising disposable incomes in the face of rapidly rising defense spend- 
ing. 

All of this is by way of introduction to the subject matter of these books— 
the problems of economic mobilization. While the three books deal with es- 
sentially the same basic topics, the approach varies. 

The Chandler and Wallace volume is a judicious selection of readings, knit 
together skillfully by essays written by the editors. Of the three books, it 
covers the widest range of topics, such as programming, allocations, labor sup- 
ply, fiscal policy, price and wage controls, and rationing. The first and major 
part of the volume is directed to the experience of World War II, in which 
the reader is given an excellent picture of the development of wartime mo- 
hilization controls. A much shorter section discusses the economics of a limited 


*“C Queen, you bid me recall the unutterable agony which I myself, most wretched, 
saw and wherein my role was great.” 
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defense program; and finally, the problem of future full war mobilization is 
briefly posed. 

The readings are taken from various sources: government publications; 
articles; books; and Congressional hearings. One misses the classic article of 
Professor Galbraith on “The Disequilibrium System” but that is available in 
his recent book, The Theory of Price Control. 

The Harris book, on the other hand, sets forth the author’s views on the 
appropriate policy for the current situation, both under limited and full mo- 
bilization. In so doing, he provides estimates of the shift in resources to de- 
fense that may be required against the potential growth of the GNP and 
develops the potential magnitude of the inflationary gap. 

Professor Harris argues that we cannot expect much growth in total out- 
put and that, therefore, the shift in resources to defense will impose much 
greater relative strain than in World War II. Then we were able to increase 
total consumption jn spite of the large take for war because we moved from 
an underutilized economy to one fully employed. His model for the current 
situation and, a fortiori, for full mobilization, reduces consumption. Hence, 
the inflationary potential is much more explosive. This assumption, as he has 
subsequently stated in a letter to the Washington Post, was incorrect. Conse- 
quently, much of his argument is vitiated. Nevertheless, the structure of the 
book, its orderly progression from point to point, and the facility with which 
he develops his model, reveal the well-known skill of the author in handling 
this complicated problem. 

He shows vividly the ravages of inflation particularly with respect to in- 
stitutions of higher learning. His book is a powerful plea for a vigorous tax 
policy. He does not have much faith in direct controls and accepts them pri- 
marily for full mobilization—but not with enthusiasm. Harris says: “An out- 
standing lesson of the forties is that controls as a weapon in the stabilization 
arsenal have been deflated. Perhaps the most important reason for this is 
that war-time controls proved, in part, that they postpone inflation rather than 
suppress it.’ In substantial part, as Professor Harris rightly contends, it was 
because of the gross inadequacy of wartime taxation. It may be argued, on 
the other hand, that if controls had not been prematurely dismantled in the 
summer of 1946, the postwar inflation might not have been as serious. How 
much price rise did we avoid by keeping controls on for one year after the end 
of the war? 

The book is filled with a feeling of doom and foreboding on the eve of the 
new defense program. His writing is infused with an apocalyptic vision if we 
let inflation ravage us further. We may end, not with the bang of atomic 
bombs, but with the whimper of unrestrained inflation. His position is close 
to the Age of Inflation thesis so ably discussed in the well-known series of 
the London Econoitist and propounded vigorously by Sumner Slichter in this 
country. (Parenthetically, it may be pointed out that each recent decade 
seems to bring its own Weltanschauung which, by some variety of Hegelian 
historical process, leads to its own antithesis in succeeding decades. One need 
only recall the New Era philosophy of the ’twenties, the Secular Stagnation 
thesis of the ’thirties, and the currently popular Age of Inflation thesis. Most 
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interesting, if only a coincidence, is that the first two views were developed 
on the eve of their respective Hegelian antitheses. The long view should make 
us skeptical of these “historical laws.’’) 

Professor Jules Backman’s slim book, while covering fiscal and credit 
measures, is primarily a discussion of price, wage and rationing controls in 
World War II to be part of a larger volume (now published) entitled Wer 
and Defense Economics. The book is mainly descriptive and to a certain ex- 
tent supplements the material in the Chandler and Wallace book. Backman 
starts off on a rather old-fashioned plane by stating categorically that: “The 
fundamental cause of inflation in past wars has been the printing of money 
or its modern counterpart the creation of bank credit to meet the costs of the 
war” (p. 1). One would rather have expected that the fundamental cause oi 
inflation in any war results from the shift of resources and the ensuing ex- 
cess demand and that the monetary factor acts to accelerate the fundamental 
cause. A pay-as-you-go policy would not necessarily eliminate inflation. 

The issues which these books raise are many and important. But because 
of limitations of space this review will concentrate on what is still the most 
controversial one: the issue of stabilization. This agrees with the emphasis in 
these three volumes. The Harris and Backman books are primarily devoted 
to stabilization while the Chandler and Wallace book devotes almost two- 
thirds of its space to the subject. 

All parties agree on the need for strong fiscal measures and selective credit 
controls. (Incidentally, the rdle of pure monetary policy, that is, the use of 
the interest rate, as distinct from selective credit controls, is not given much 
importance or space by any of the authors.) There is also virtual unanimity 
about the need for some price and wage controls in a full mobilization effort. 
Thus, Gorter and Hildebrand in their heroic essay to show that we can get 
along without direct controls in a limited program as long as we have a bal- 
anced budget concede that—‘“‘if stage three—total war—occurs, price control 
and rationing may be required” (Chandler and Wallace, p. 565). Shaw and 
Tarshis in “A Program of Economic Mobilization,” advocating expenditure 
rationing as a substitute for direct controls in a full mobilization, agree that 
some price controls may be needed in the areas directly affected by the de- 
fense program (ibid, p. 589).* The issue of stabilization narrows down prin- 
cipally to the use of direct controls in a limited mobilization. 

Are price and wage controls necessary in a limited defense effort? The great 
debate here rages over the respective roles of indirect and direct controls. 
(Production controls as such are direct as price and wage controls but common 
usage seems to limit the use of this term to the price and wage controls.) 

The major criticisms of the use of price and wage controls are twofold: 
(1) they merely suppress inflation, that is, postpone it, e.g., the post World 

* The complications involved in operating a general rationing scheme plus the probability, 
as the authors admit, that additional devices would be necessary to hold prices and wages 
lead to the belief that the scheme is impractical. Limited expenditure rationing as a sub 
titute for other forms of rationing along with price and wage controls does seem practical 
ind desirable in limited areas, as, e.g, was the experience of Great Britain. The basic 


point is that no stabilization device by itself is adequate but that many devices are neces- 
sary as mutual reinforcement 
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War II inflation; and (2) they interfere with or supersede the allocation func- 
tion of price, and, if used for any prolonged period of time, lead to serious dis- 
tortions in the price structure.* 

The authors represented in these volumes take differing positions on the 
use of direct controls in a limited defense program. As already pointed out, 
one extreme, expressed by Gorter and Hildebrand, is that they should not be 
used at all. The Council of Economic Advisers proposes starting with indirect 
controls and then resorting to direct controls as they become necessary and 
only to the extent needed. Harris, Hart and Backman share that view. Gal- 
braith emphasizes the need to oppose the use of strategic power held by the 
power groups in the economy by the use of strategic price control to prevent 
the development of a price-wage spiral. Outside the administered price field, 
he is dubious as to the effectiveness of price control. The position of Hefle- 
bower and Ackley is similar to that of Galbraith. 

The Gorter and Hildebrand position is quite provocative: “the duty of pro- 
fessional economists is clear; to demonstrate once again the superiority of the 
price system over direct controls, even in the management of a preparedness 
economy. Of course, this entails acceptance of the feasibility of sound mone- 
tary and fiscal measures” (ibid, p. 561). This statement reminds one of Vol- 
taire’s remark that with many incantations and enough poison one can kill 
a sheep. This position oversimplifies the problems in controlling inflation, 
granted that as a normal matter the price mechanism must be free to operate. 
This problem is discussed more fully below. 

The basic difficulty as to what the relative rOles of indirect and direct con- 
trols should be arises, it seems to me, from over-concentration on one or other 
of the factors which create inflation. Rather, we should consider them simul- 
taneously. Roughly speaking, there are three situations which might cause 
an upward spiral: (1) the Keynesian case, where a relative shift of resources 
away from consumption leads to an excess of consumer demand over supply; 
(2) the Hicksian case, where changes in expectations exert an unstabilizing 
influence such as occurred immediately after Korea; and (3) the Galbraithian 
case, where the use of the strategic power held by powerful private groups 
can force higher prices or wages which in turn react cumulatively throughout 
the economy. Hart breaks these factors down into two groups; which he calls, 
somewhat inelegantly but forcefully, the “demand suction” as against the 
“cost push” process (ibid, p. 538). 

Fiscal and monetary measures are best adapted to deal with the Keynesian 
case under limited mobilization. This assumes an orderly shift in resources 
sufficiently spread over time to permit the adequate elimination of excess de- 
mand via taxation and monetary measures. However, fiscal and monetary 


* Everybody wants an optimum allocation of resources. But as Ackley points out in 
very illuminating fashion, we accept the need for production and distribution controls to 
meet, at least, military requirements. As he says: “We refuse to accept the market as an 
effective guide to the allocation of these strategic goods, and hence the best argument 
against price controls on such goods is removed before the argument starts” (ibid, p. 558). 
The experience of the production authorities is that business still prefers to meet the 
needs of its regular customers rather than the temporary needs of defense. Hence, a need 


for such controls 
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interesting, if only a coincidence, is that the first two views were developed 
on the eve of their respective Hegelian antitheses. The long view should make 
us skeptical of these “historical laws.’’) 

Professor Jules Backman’s slim book, while covering fiscal and credit 
measures, is primarily a discussion of price, wage and rationing controls in 
World War II to be part of a larger volume (now published) entitled War 
and Defense Economics. The book is mainly descriptive and to a certain ex- 
tent supplements the material in the Chandler and Wallace book. Backman 
starts off on a rather old-fashioned plane by stating categorically that: “The 
fundamental cause of inflation in past wars has been the printing of money 
or its modern counterpart the creation of bank credit to meet the costs of the 
war” (p. 1). One would rather have expected that the fundamental cause of 
inflation in any war results from the shift of resources and the ensuing ex- 
cess demand and that the monetary factor acts to accelerate the fundamental 
cause. A pay-as-you-go policy would not necessarily eliminate inflation. 

The issues which these books raise are many and important. But because 
of limitations of space this review will concentrate on what is still the most 
controversial one: the issue of stabilization. This agrees with the emphasis in 
these three volumes. The Harris and Backman books are primarily devoted 
to stabilization while the Chandler and Wallace book devotes almost two- 
thirds of its space to the subject. 

All parties agree on the need for strong fiscal measures and selective credit 
controls. (Incidentally, the réle of pure monetary policy, that is, the use of 
the interest rate, as distinct from selective credit controls, is not given much 
importance or space by any of the authors.) There is also virtual unanimity 
about the need for some price and wage controls in a full mobilization effort. 
Thus, Gorter and Hildebrand in their heroic essay to show that we can get 
along without direct controls in a limited program as long as we have a bal- 
anced budget concede that—‘if stage three—total war—occurs, price control 
and rationing may be required” (Chandler and Wallace, p. 565). Shaw and 
Tarshis in “A Program of Economic Mobilization,” advocating expenditure 
rationing as a substitute for direct controls in a full mobilization, agree that 
some price controls may be needed in the areas directly affected by the de- 
fense program (ibid, p. 589).* The issue of stabilization narrows down prin- 
cipally to the use of direct controls in a limited mobilization. 

Are price and wage controls necessary in a limited defense effort? The great 
debate here rages over the respective roles of indirect and direct controls. 
(Production controls as such are direct as price and wage controls but common 
usage seems to limit the use of this term to the price and wage contro’s.) 

The major criticisms of the use of price and wage controls are twofold: 
(1) they merely suppress inflation, that is, postpone it, e.g., the post World 

? The complications involved in operating a general rationing scheme plus the probability, 
as the authors admit, that additional devices would be necessary to hold prices and wages 
lead to the belief that the scheme is impractical. Limited expenditure rationing as a sub- 
stitute for other forms of rationing along with price and wage controls does seem practical 
and desirable in limited areas, as, e.g., was the experience of Great Britain. The basic 
point is that no stabilization device by itself is adequate but that many devices are neces- 
sary as mutual reinforcement. 
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War II inflation; and (2) they interfere with or supersede the allocation func- 
tion of price, and, if used for any prolonged period of time, lead to serious dis- 
tortions in the price structure.* 

The authors represented in these volumes take differing positions on the 
use of direct controls in a limited defense program. As already pointed out, 
one extreme, expressed by Gorter and Hildebrand, is that they should not be 
used at all. The Council of Economic Advisers proposes starting with indirect 
controls and then resorting to direct controls as they become necessary and 
only to the extent needed. Harris, Hart and Backman share that view. Gal- 
braith emphasizes the need to oppose the use of strategic power held by the 
power groups in the economy by the use of strategic price control to prevent 
the development of a price-wage spiral. Outside the administered price field, 
he is dubious as to the effectiveness of price control. The position of Hefle- 
bower and Ackley is similar to that of Galbraith. 

The Gorter and Hildebrand position is quite provocative: “the duty of pro- 
fessional economists is clear; to demonstrate once again the superiority of the 
price system over direct controls, even in the management of a preparedness 
economy. Of course, this entails acceptance of the feasibility of sound mone- 
tary and fiscal measures” (ibid, p. 561). This statement reminds one of Vol- 
taire’s remark that with many incantations and enough poison one can kill 
a sheep. This position oversimplifies the problems in controlling inflation, 
granted that as a normal matter the price mechanism must be free to operate. 
This problem is discussed more fully below. 

The basic difficulty as to what the relative réles of indirect and direct con- 
trols should be arises, it seems to me, from over-concentration on one or other 
of the factors which create inflation. Rather, we should consider them simul- 
taneously. Roughly speaking, there are three situations which might cause 
an upward spiral: (1) the Keynesian case, where a relative shift of resources 
away from consumption leads to an excess of consumer demand over supply; 
(2) the Hicksian case, where changes in expectations exert an unstabilizing 
influence such as occurred immediately after Korea; and (3) the Galbraithian 
case, where the use of the strategic power held by powerful private groups 
can force higher prices or wages which in turn react cumulatively throughout 
the economy. Hart breaks these factors down into two groups; which he calls, 
somewhat inelegantly but forcefully, the “demand suction” as against the 
“cost push” process (ibid, p. 538). 

Fiscal and monetary measures are best arlapted to deal with the Keynesian 
case under limited mobilization. This assumes an orderly shift in resources 
sufficiently spread over time to permit the adequate elimination of excess de- 
mand via taxation and monetary measures. However, fiscal and monetary 


* Everybody wants an optimum allocation of resources. But as Ackley points out in 
very illuminating fashion, we accept the need for production and distribution controls to 
meet, at least, military requirements. As he says: “We refuse to accept the market as an 
effective guide to the allocation of these strategic goods, and hence the best argument 
against price controls on such goods is removed before the argument starts” (ibid, p. 558). 
The experience of the production authorities is that business still prefers to meet the 
needs of its regular customers rather than the temporary needs of defense. Hence, a need 
for such controls. 
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measures cannot deal effectively as a practical matter with the situation aris- 
ing under a change in expectations or exercise of strategic power. It is con- 
ceivable that fiscal and monetary measures could be used to the point where 
they would cause a substantial unemployment situation, say five million, and 
this would act as the stabilizer of the economy. Even then, the impact of mo- 
bilization on, say the metal resources of the economy, could still create ex- 
tensive rises in prices and wages in that area. This would increase the cost 
of the defense program and lead to further taxation—already very heavy in 
an underutilized economy. This is, I think, the logic of the no price-wage con- 
trol position. It is theoretically tenable but practically unfeasible. It would 
be contrary to the notion of equality of sacrifice and also, I would argue, to 
the appropriate use of resources. If we assume full employment and a bal- 
anced budget, how could we prevent labor or industry from seeking to shift 
the burden of higher taxes through higher wages or prices? One further point, 
it assumes that our fiscal and monetary policies can be changed quickly enough 
to deal with changes in expectations or the exercise of strategic power. Past 
experience does not support this position. 

li, however, our objective is to prevent the use of strategic power from re- 
sulting in a price-wage spiral, then the use of strategic price-wage control is 
called for, as Galbraith points out. But if, finally, we wish to control the un- 
stabilizing effect of changes in anticipations, then we need the immediate use 
of direct controls on a broad scale. This is, I believe, the lesson of the experi- 
ence of the price-wage developments in the second half of 1950.* But that 
experience plus the subsequent economic developments would argue also for 
the subsequent gradual elimination of these direct controls as the necessary 
fiscal and monetary measures took hold. We did have an amazing increase in 
taxes during this period which has had important effects on demand. But to 
be able to move quickly with direct controls, it is necessary to have them avail- 
able on a standby basis. 

The acerbity of the debate over the related réles of direct and indirect con- 
trols arose out of the fear that once again we would be faced with the condi- 
tion of suppressed inflation which marked World War II. This runs like a 
scarlet thread through all the books. The problem of suppressed inflation in 
World War II arose in large part because we started with a large volume of 
unutilized resources and relatively low stocks of consumer goods. The shift 
to a full employment situation in World War II brought the phenomena with 
which we are familiar. The partial mobilization following Korea started with 
a condition of virtually full employment and after five years of high-level 
civilian production. When we entered World War II we did not have a price- 
income relationship balance in terms of a full employment situation. By hold- 
ing down prices and vastly increasing incomes we magnified greatly this dis- 
tortion. But in June 1950 it would appear that our price-income relationship 
was in balance for full employment. Since then, there has been little change 
in real disposable per capita incomes unlike World War II when there was a 
very great increase. 

*For an interesting discussion supporting the Baruch position for an immediate general 


freeze, see the article by David Ginsburg: “Price Stabilization, 1950-52; Retrospect and 
Prospect,” University of Pennsylvania Law Review, January 1952. 
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A multiplicity of factors prevented the development of suppressed inflation; 
the large increase in taxes, the large increase in prices which took place in 
the second half of 1950, the increase in capacity, the continued high level 
of civilian output, the great accumulation of inventories, all these contrib- 
uted. 

Hindsight is better than foresight. Yet this does not mean that the prob- 
lem of suppressed inflation may not become a reality in a more extensive mo- 
bilization effort than the one we are now undertaking. The fact is that it has 
not been a determining factor in our inflationary problem thus far. It is not 
the inflation of a “disequilibrium system” that we have had to face but the 
inflation potential in a ‘“‘neutral equilibrium system” where changes in an- 
ticipations and the exercise of strategic power could easily push prices and 
wages to higher and higher levels. No one has yet shown that there is any 
satisfactory substitute for price and wage controls to prevent a price-wage 
spiral while keeping full employment in a defense economy. If the controls are 
kept on too long, serious distortions can develop. The difficult problem to 
solve is whether we can turn these controls on or off as necessary, which would 
help to minimize that possibility. 

Before concluding this review, I would like to deal with one interesting 
criticism Harris makes of wartime price control. One test he applies is the 
amount of profits earned by business in the course of the war. He says: “An 
examination of business profits in the war period does not suggest any great 
success of the Price Administration” (p. 217). He gives four reasons: (1) 
prices and output rose; (2) OPA never really succeeded in forcing adequate 
absorption as unit costs fell; (3) price increases were granted for supply rea- 
sons; and (4) the weakness of pricing techniques, e.g., formula pricing. In my 
opinion, Professor Harris underestimates the major reason for the rise in prof- 
its: the fact that pricing margins geared to earning profits in the under-em- 
ployed ’thirties yielded tremendous profits under full employment. However, it 
does not seem relevant to use profits as a test of the success of price control. 
That test should be made in terms of the success in holding prices down. On 
the basis of his logic, we could argue that the fact that corporate profits are 
now only slightly higher than pre-Korea proves that the present price con- 
trols have been more effective than the wartime controls. This would be in- 
teresting, if true. 

More important, the test of whether OPA really forced absorption cannot 
be measured from the level of profits but from the level of gross margins. Gress 
margins more truly reflect the pricing policy of business. The effect of changes 
in gross margins on profits are obscured by the effect of changes in volume. 
Rough calculations which I have made of the gross margins in manufacturing 
indicate that they declined substantially between 1939 and 1944. There was 
considerable cost absorption under OPA. But that again is not the major test 
of the success of price control although it was an important by-product. 

BENJAMIN CAPLAN* 

Arlington, Virginia 


* The views expressed are solely those of the reviewer and do not necessarily represent 
those of the agency with which he is connected. 
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The Citizen’s Stake in Price Control. By Ropert A. Brapy. (Paterson, New 
Jersey: Littlefield, Adams and Co. 1952. Pp. 161. $1.50.) 


The trouble with price control today is not inadequate law, but a basically 
mistaken policy which puts law and its administration in the hands of special 
interest groups to the exclusion of the public interest; which recognizes the 
stake of the farmers and of the monopolists, but in which the citizen’s stake 
is lost in the shuffle. This is essentially the thesis of Professor Brady’s The 
Citizen’s Stake in Price Control. 

The core of the author's criticism of price control is a discussion of the 
enabling act and its amendments, and here he points out many well-known 
weaknesses such as the parity provisions, the margin type of control required 
by the Herlong Amendment, the cost pass-through required by the Capehart 
Amendment, all of which tend to give a ratchet effect upward in prices. He 
attacks the so-called Johnston “earnings standard of 85 per cent of the average 
dollar profits of an industry’s best three years of the period 1946-1949” as 
without justification. If the goal of price control had been to re-establish a 
level and structure of prices similar to that prevailing before the Korean War 
(June 24, 1950), then one would have to agree with Brady that these are 
more than weaknesses in the program. They are insurmountable obstacles to 
the achievement of this goal. 

The author devotes one chapter to a case study of the Office of Price Sta- 
bilization ceiling prices for beef. Here he has numerous complaints about the 
failure to roll prices back, the lack of price posting, the inadequacy of public 
information concerning grades and authorized cuts, etc. The most important 
charge here is that OPS eliminated competition between packers for raw ma- 
terials thus furthering the monopoly interests in the industry. While this is 
certainly true, it is only by restricting entry into the industry that OPS could 
possibly protect the consumer interest in the proper channelling of supply at 
legal prices. It is not always the case, as seems to be implied throughout the 
book, that monopoly interests are contrary to the public interest. Under condi- 
tions of short supplies a market dominated by a competitive business structure 
may well result in more inflationary pressures than one dominated by monopo- 
listic elements. 

The author’s other major attack is on the personalities who implement the 
program, who he complains are largely drawn from big business and are con- 
sequently oriented only to methods of increasing prices. This charge is, I 
believe, without substantiation, although it may very well be a valid one with 
respect to some individuals on the staff of the Office of Price Stabilization. 
Brady is apparently unaware of the fact that every price action whether it 
concerns prices for a single firm or a whole industry is the combined work of a 
business analyst who must supply essential information about the structure 
and practices of the industry, an economist who insures that the action con- 
forms to the over-all policy of the agency, i.e., the public interest, and a lawyer 
who insures that the action is in conformity with the legal criteria of the De- 
fense Production Act. One solution provided by Brady is the recommendation 
that all direct price controls should be administered by consumer-minded 
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personnel drawn from consumer ,organizations. While such individuals have 
an important function in a price control program, it is not that of determining 
prices. They lack the technical proficiency to determine the appropriate ceil- 
ings for even a small fraction of the commodities and services entering into 
the cost of living. 

Surrounding the core of the book is a series of chapters which leave the 
reader with the impression that Brady’s real complaint with the present price 
control program is that it has not brought about the economic reforms which 
he would like to see achieved. It has not eliminated monopolistic practices but 
perpetuated or strengthened them. It has not revised our tax structure to make 
it progressive rather than regressive in incidence, but has allowed the pass- 
through, as costs, of existing and new regressive taxes. In the area of con- 
sumers’ goods it has not engaged in the important work of determining quality 
standards, insisting on grade labelling, and informing the housewife which 
producer’s product is really worth the price. In fact the Office of Price Sta- 
bilization has not actually attempted to determine if any commodity is really 
worth the ceiling price. All of these conditions the price controllers have taken 
as they existed on January 26, 1951 and perpetuated. While many readers 
would agree with Brady’s desired reformations, they are not really relevant 
to the discussion of the price control program. Moreover, it is certainly ques- 
tionable whether economic reformation, even if it could be achieved by the 
Office of Price Stabilization where other agencies have failed, is a proper 
policy for such an agency. 

Apart from the digressions and discussions which, in my opinion, have little 
to do with price control, the major weakness of the book appears to me to be 
the failure of the author to discuss adequately the type of price control pro- 
gram which is compatible with the present characteristics of our economy. In 
an economy with great divergence of the degree of inflationary pressures be- 
tween markets and commodities, with few areas of critical shortages, full em- 
ployment of the existing labor force, an essential defense production pro- 
gram, and the lack of stimuli to production afforded by a recognized shooting 
war, the real question which should have been answered is, “What kind of a 
price control program will promote the necessary production and still provide 
the maximum protection against inflation?” It appears to me that these two 
goals may be mutually incompatible and that a compromise policy such as 
effected by the Office of Price Stabilization may be the only solution. 

Puitip W. CARTWRIGHT 
University of Washington 


Handwerkspolitik. By WerNeET. (Gottingen: Vandenhoeck & 
Ruprecht, 1952. Pp. 325. DM 25.20.) 


This book is one of an extended series dealing with various aspects of so- 
cial science. It is a scholarly treatment and, with one exception which will be 
mentioned shortly, a reasonably complete study of the past and present situa- 
tion of the handicraft industry in Germany. The great importance of this 
branch of production for the German economy is demonstrated by the fact 
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that in 1949 there were 864,428 enterprises employing 1,924,841 workers and 
apprentices, in addition to the 906,508 owners, with a turnover of approxi- 
mately 20 billion DM. The word Handwerk has a much broader meaning than 
the unsatisfactory translation of “handicraft,” since it includes in addition to 
metal and woodwork, small-scale production of foodstuffs (bakers, etc.), 
health-care (dental technicians, beauty parlor operators, nurses, etc.), manu- 
facture of clothing and shoes, of paper and cardboard, and even of certain 
raw materials. 

The first part of the book describes the development of legislation relating 
to the regulation of handicraft industries (in the broad sense). The pillar of 
all subsequent legislation was the “Gewerbeordnung” of 1897 which guaranteed 
free entry into all handicrafts, subject only to a certificate of ability 
(Befihigungsnachweis), and forbade price-fixing and assignment of customers 
among local enterprises. The handicraft organizations thus lost their former 
power to assign customers, fix prices, and limit entry to the profession, a great 
step toward free, non-monopolistic enterprise. The main duties of these or- 
ganizations (/nnungen, Handwerkstage, etc.), are now limited to promoting 
the social welfare of their members, granting of certificates of ability after 
due examination, and defense of the rights and privileges of their members 
in Parliament. 

The second and third parts deal with vocational education, measures taken 
by the state to encourage this particular branch of production and matters of 
self-administration of the various organizations, as well as regulations of the 
state with respect to administration. Here, the chapter describing the authori- 
tarian direction of the economy during the National Socialist regime before 
and during World War II may be of special interest to the American reader. 

The final part is headed “The Preservation of Handicraft Interests in the 
Framework of Economic and Social Policy.” Here we might expect to find 
some theoretical analysis of the organization of markets and price formation. 
Unfortunately, the author does little more than state that price-fixing is il- 
legal and that the smallness of the handicraft market and the differences in 
local conditions make any monopolistic activities impossible. However, he 
admits that so-called “cartel-breakfasts” take place regularly and that it is 
quite possible that informal price arrangements are discussed. By far the 
largest portion of this part is devoted to an elaborate discussion of business 
cycle problems as far as they concern handicraft industry, problems of financ- 
ing, and the relationship of handicraft industry to agriculture, other industry, 
transportation and export trade. 

The main drawback of the book is that it is almost entirely descriptive. 
Hardly any attempt is made to develop theoretical aspects of handicraft in- 
dustry or to make any prediction as to the future development of this very 
important branch of the German economy. 

Hersert C, WITIGENSTEIN 

Stanford University 
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Public Utilities; Transportation; Communications 
Steel Trails to Santa Fe. By L. L. Waters. (Lawrence: University of Kansas 
Press. 1950. Pp. 500. $4.00.) 

Before the automobile age, a railroad in a newly developing community was 
a major factor of economic and social significance. Its history, therefore, should 
be virtually a history of the region through which it was built. Settlement, the 
distribution of land ownership and the development of the land use pattern, 
marketing of crops and livestock, prices, credit, and farm improvement are 
all a vital part of the story of the coming of the railroad. So also are the es- 
tablishment of stations, town sites and subsidiary companies promoting them, 
the rise of cities and industries around which they are centered. These fac- 
tors deserve consideration before personal biographical attention to presidents 
and founders; yet the romantic school of railroad historians continues to write 
its accounts in terms of the presidential synthesis, to borrow Thomas Cochran’s 
phrase. 

L. L. Waters is neither in this school, nor is he entirely free from it. The 
presidential synthesis, with its overemphasis upon individual leaders, its use- 
less and unenlightening biographical detail, its account of dramatic incidents 
that in no way illuminate the position of the railroad in a dynamically expand- 
ing region—characteristics of the romantic school—are all to be found in this 
book. On the other hand, the author’s attention to statistical analysis, the ex- 
hibition of the results in charts and graphs, his effectively simplified and yet 
adequate account of the expansion of the Santa Fe system which brought on 
financial difficulties and ultimate “pruning and controlled growth,” and the 
description of technical improvements in railroading are the work of the 
scholar and deserve praise. Many aspects of railroading of the past and pres- 
ent are introduced; much that does not ordinarily appear is attractively de- 
scribed. The study is well laid out, the maps are useful, though sometimes 
maddening because they are mere segments, and some of the illustrations are 
good. Photographs of the presidents could have been dispensed with at no 
loss. 

Continued admiration for the executives of the Santa Fe and of the rail- 
road’s policies is expressed. At times this pulls the story out of focus as, for 
example, the 51-page chapter on Labor Relations in which less than 15 are 
devoted to strikes and collective bargaining, 5 to featherbedding and the rest 
to company paternalism. The author makes value judgments which may or 
may not have been those of the workers, though they are imputed to them. 
He also treats the growing tax burden in the same vein that current company 
reports do, without giving any indication that high profits are related to high 
taxes. In the history of a premier American railroad it is perhaps not amiss 
to have two chapters entitled “Tremblingly Clipping Coupons” and “Confi- 
dently Clipping Coupons.” Security holders in many other railroads may 
wryly contemplate these chapters. 

Waters’ book has, I believe, displaced everything previously written on the 
Santa Fe but, good as it is, one cannot but wish for more. The account is 
written entirely from company sources, mostly, I judge, from annual reports 
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and reports of department heads to the president. There is little evidence of 
systematic examination of manuscript records, hence there is little that is 
new and fresh. The early part and the story of settlement activities in Kansas 
is drawn from Glenn D. Bradley (The Story of the Santa Fe); the same long 
quotations appear in both, though they are carelessly copied. Waters rounds 
out the story, giving attention to the lands of the Atlantic and Pacific and of 
other branches of the system. Other than the overly optimistic expansion in 
the late 19th century, there is little that is critically analyzed. The revolt 
against the railroads in the agrarian movements, railroad regulation, the Inter- 
state Commerce Commission, Joseph B. Eastman, comparative rate structures, 
the influence of the Panama Canal seem not to have been deemed worthy of 
study. Judicious use of newspapers of Kansas and other Santa Fe states might 
have given the author a better perspective. 
Paut W. GATES 
Cornell University 


Labor 


Comparative Labor Movements. Edited by WALTER GALENSON. (New York: 
Prentice-Hall. 1952. Pp. xiv, 599. $6.50.) 

The labor movements in nine countries are outlined and discussed in this 
book of seven essays, each by a different author. The first essay on Great 
Britain was written by Allan Flanders; the second on Scandinavia (Denmark, 
Norway, and Sweden) by Walter Galenson; the third on Australia by Ken- 
neth F. Walker; the fourth on Germany by Philip Taft; the fifth on France 
by Val R. Lorwin; the sixth on Italy by John Clarke Adams; and the seventh 
on Russia by Issac Deutscher. Each author apparently has compiled and 
analyzed carefully the material in his field. Each seems to have solved satis- 
factorily the difficult problem of selecting the data to be included in the essays, 
which are relatively short considering the areas covered. The result is an in- 
teresting, thought-provoking book, ideally suited to those of us who would 
like to have a broad understanding of the labor movements in other countries, 
but who have difficulty even in keeping up with the changes taking place at 
home. 

In the preface, Professor Galenson states that the book “had its genesis in 
the conviction that the most fruitful approach to a study of the labor move- 
ment lies in the method of comparative analysis.” The authors admit that the 
work represented by their essays is not intensive enough to allow the reader 
safely to generalize. Yet all of the essays cover nearly the same range of topics 
which, in spite of some marked difference in emphasis, permits the comparison 
of the developments in the different countries, and the drawing of certain 
broad conclusions. 

The essays begin with histories of the labor movement in the various coun- 
tries. The structure and organization of unions are discussed, with an analysis 
of the influences which have molded the types of union organization in each 
country. The functions, activities, and policies of labor organizations are out- 
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lined, and to a smaller degree, the operations of employers’ associations are 

analyzed. All of the essays discuss ideological influences upon the various labor 
movements, and all make some comments concerning the future of unionism 
in the several countries. 

Space does not permit an adequate review of each essay. Only a few of the 
major points can be mentioned here. 

1. The first pages of the essay on Great Britain are devoted to a brief re- 
view of the familiar early history of the British labor movement and union 
organization. Well over half of the essay, however, discusses the more provoca- 
tive questions of union activities and policies and the relationships between 
the trade unions, the Labour Party, and the state. Of particular interest these 
days (when the nationalization of industry is a frequent subject for debate), 
is the discussion concerning union participation in the control of industry, and 
the union objective of “industrial democracy.” 

2. The essay on Scandinavia traces and compares labor developments in 
Norway, Sweden, and Denmark. The author faced the task of maintaining the 
continuity of three threads to his story instead of one. This he has done very 
well. He analyzes the reasons for the similarities in the labor movements of 
the three countries as well as the reasons for the differences. He points out 
that Scandinavian unions have worked very closely with the state, and he 
poses the question whether these unions can maintain their independence in 
an economy increasingly dominated by the government. 

3. The history of the Australian labor movement shows the influence of 
British developments, but it is also keyed to the economic, social, and cul- 
tural factors of its own country. From the beginning, trade unions have been 
closely related to the Australian Labor Party, and have provided it with much 
of its leadership. This essay describes many features of Australian labor de- 
velopments including the influence of compulsory arbitration upon negotiation, 
and the effect of the achievement of political power upon the trade unions’ 
relationships to the state. 

4. The essay on Germany stresses the history of the German labor move- 
ment from its beginnings in the nineteenth century to the development of 
“free” unions and “Christian” labor organizations prior to World War I, and 
then through the turbulent war and postwar years and the depression of the 
1930’s to the time when a free labor movement disappeared under the domi- 
nation of the Nazi government. The important lesson learned is that “a 
totalitarian government cannot tolerate independence in any sphere of activity, 
let alone one as important as labor organization.” The essay brings us up to 
date with the re-establishment of a democratic labor movement in Western 
Germany, and with a description of some of the problems facing these re- 
vived labor organizations. 

5. The history of the French labor movement, like French political history, 
is anything but dull. The fifth essay tells of the struggles of labor organiza- 
tions under the various governments that have ruled France since 1789, and 
it describes the several types of organization, including the Syndicalist move- 
ment prior to World War I. Perhaps of greatest interest to the American 
reader today are such topics as the rise of the Communist influence since World 
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War II, the poverty of the French unions, the strength of the employer asso- 
ciations, and the lack of any real collective bargaining. 

6. The sixth essay is concerned with the Italian labor movement, and be- 
gins with a brief, but excellent, outline of the country’s geographic, economic, 
and cultural background to help the reader to understand the Italian charac- 
ter. Against this background the history of the Italian labor movement is 
effectively related. As in the case of Germany, the free labor movement died 
under Fascist control, but unlike the Nazis, the Fascists did not kill the union 
leaders. When the Fascist control ended, many of the old leaders returned to 
help rebuild a free labor movement in Italy. But the unions are very poor, 
and they are dominated by various political parties including the Communist. 
The future, although not hopeless, appears far from bright. 

7. The final essay is on Russia, and is an abridged version of the author’s 
book, “Soviet Trade Unions.” It is the most difficult of the essays to read, 
perhaps because it is an abridgment, but probably because the character of 
the Russian labor movement is so closely related to the complicated political 
maneuvers in recent Russian history that it is difficult to keep the sequence 
of events and their relationships in mind. The essay relates the early history 
of the Russian labor movement, which is short indeed. Tsarist Russia sup- 
pressed trade unions, and few existed prior to 1917. But most of the essay is 
devoted to a description of what happened to union development during the 
chaotic years since 1917. It is a scholarly account, and presents a striking 
description of a labor movement far different from the others discussed. In 
spite of the complications, it should be of tremendous interest to any student 
of the labor movement—as, for that matter, should all of the essays in the 
book. 

Paut L. KLEINSORGE 

University of Oregon 


Industrialization and Labor—Social Aspects of Economic Development. By 
Wiveert E. Moore. (Ithaca: Cornell University Press. 1951. Pp. xx, 410. 
$5.00.) 

The development of underdeveloped areas, which involves issues that are 
probably 20 per cent economic and 80 per cent political, sociological, and 
anthropological, is a subject the existing literature on which is long on its so- 
called economics and short on the other social science aspects. Hence econo- 
mists should welcome a first-rate treatment of the main non-economic aspects 
of the subject. The volume under review, the author of which is a well-known 
Princeton sociologist, is such a work. 

Mr. Moore’s focus is the mobility of labor in the face of the pull of in- 
dustrialization. His approach is first to review the relevant principles, largely 
on the basis of sociological literature, and then to describe and evaluate a field 
study made in 1948-49 under his direction in an appropriate geographic and 
demographic setting in two dissimilar communities of a single region in rural 
Mexico. Moore’s field study in particular is one of the few genuinely useful 
pieces of writing on the subject of underdeveloped economies that is to be 
found in what is, on the whole, an undistinguished collection of literature. 
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The field study struck me as being extremely useful partly because it was 
carried out with a comparatively rare scientific imaginativeness and partly 
because it comes as close to controlled experimentation as we are likely to en- 
counter in this field. What Mr. Moore did, with the aid of Mexican specialists, 
was to study two villages in the zone of Atlixco, Puebla, some fifty miles south 
of Mexico City, in an ancient center of Mexican Indian culture. About 74 per 
cent of the area’s labor force in 1949 was engaged in agriculture, though the 
area has some textile mills and a few mines. Each village is nine miles from 
the central town of Atlixco, one in the mountains and accessible only by poor 
road and the other in the valley only a mile from the Pan-American highway. 
All adult males and 10 per cent of the women were interviewed at length, and 
in addition a careful study was made of the villages’ social structure. 

Although we cannot here cite the many significant details uncovered by the 
study, some of the highlights may be mentioned. The discussion of the basic 
question: “What kinds of circumstances will induce workers to leave tradi- 
tional modes of production and enter modern economic activity?” may be 
summarized very sketchily in terms of barriers, pressures, and incentives. 
Moore shows that the main barrier to labor recruitment is the functional in- 
terdependence of the nonindustrial society in which economic development is 
attempted, as illustrated, for example, by the security system provided by the 
social structure of such a society, and by the status-system. Although accessible 
factories in the area had been established for decades, none of the men in the 
valley village and only a small minority in the mountain village had ever 
sought factory employment—this despite considerable poverty. Since the in- 
habitants were chiefly agricultural workers, it follows that factory personnel 
are most readily recruited from nonagricultural occupations. Pressures, as 
opposed to slight differences in financial advantage, often induce labor mo- 
bility, mainly by way of land shortage and loss of markets for handicraft prod- 
ucts. Positive incentives, finally, must not consist just of slighly more attrac- 
tive wage offers (such wages are likely to appear to be “high” only in relation 
to serious poverty). Instead, the incentives must comprise expanded wants, 
prestige, opportunity to specialize, and ability to participate in new voluntary 
associations. 

Since industrialization has proceeded at a very slow pace in the area studied, 
Moore concludes that seemingly desirable changes have had unanticipated 
negative consequences because they were not accompanied by other changes 
to which they were functionally related. This points up the fear of many ob- 
servers that the scarcity of resources for industrialization is likely in a number 
of instances to lead to haphazard selection of fields of development owing to 
the pervasive short-run and overly pragmatic view that “every little bit helps.” 

Studies such as Moore’s do not, of course, have to be made in all areas 
before the world can hope to proceed successfully with Colombo Plans, Point 
Fours, Séo Francisco valley projects, and the like. But more of such analyses 
should prove useful to governments of underdeveloped areas, to governments 
in advanced countries making grants and loans for such projects, and to foreign 
investors who may be planning to help on the side of capital formation. Such 
studies should also help to clarify the objectives of economic development and 
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to point up problems associated with the pace and direction of efforts in a 

field which, of late, all too frequently exhibits methods akin to the hasty im- 

provisation of fire-fighting rather than planning for optimum use of resources. 
ViRGIL SALERA 


Washington, D.C. 


Collective Bargaining—Principles and Practices. By C. WitsoN 
(Boston: Houghton Mifflin Company. 1951. Pp. 740. $6.00.) 

The author states that the purpose of this book is to discuss the practical 
aspects of management-union negotiations rather than the theory of unionism 
and collective bargaining. The introduction presents a brief history and legal 
discussion of collective bargaining. Part II discusses the bargaining unit, pre- 
paratory steps for negotiation and the conduct of bargaining activities. Part 
III is devoted to major issues such as wages and hours, pensions, union se- 
curity and settlement of disputes. Part IV deals with the form of the final 
agreement and its administration. 

As is evident, the subjects treated in this volume are similar to those dis- 
cussed in numerous books which have been published during recent years. In- 
terest in the present volume is necessarily contingent upon whether or not it 
includes new factual material or fresh viewpoints and interpretations. This 
is the case to a limited degree. The author reveals an awareness of the human 
as well as the economic factors involved in the negotiating process and offers 
some practical suggestions for the preparation and conduct of bargaining meet- 
ings. The chapters on dispute adjustment yive a realistic account of the diffi- 
culties involved. The Epilogue presents a staunch defense of collective bar- | 
gaining as a means for industrial peace and progress. 

The book includes a number of statements of questionable accuracy. On 
pages 61 and 62 the impression is given that it was Section 7(a) of the NIRA 
which was the basis for the Court’s invalidation. Throughout the discussion 
the A.F.L. and craft unionism are considered as synonymous. Strikes in coal 
mining are of course referred to upon numerous occasions, but on page 142 
coal mining is included among the seven industries in which the author says 
“employer-union relations have been remarkably stable and peaceful.” In the 
Wages chapter differentials and differences are used interchangeably which 
makes for confusion and misleading inferences such as, for example, the as- 
sumption that current geographical differences in wage levels are the result of 
the unions seeking differential rates (p. 238). Labor historians will be surprised 
to read that, “It is only in rather recent years that the cost of living argument 
has become a widely accepted bargaining technique” (p. 263), and that “Only 
in the last quarter century have shorter hours become a real fighting issue” 
(p. 278). Unions in Great Britain, the Scandinavian countries, Australia and 
elsewhere will question the statement that, “The right to bargain collectively 

. is better protected in the United States than anywhere else in he world” 
(p. 86). 

The author makes some sweeping generalizations without citing sources of 
evidence: “Large plants generally grant larger increases than do smaller 
plants” (p. 256). “For comparable occupations, the worker in the larger city 
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produces more per given time unit than the worker in smaller places” (p. 236). 
‘In modern industry, the worker ages quickly” (p. 360). Currently there is a 
“definite slowdown in technological introductions” (p. 279). 

There is a comprehensive list of publications and agencies concerned with 
labor activities in the Appendix. The facsimilies of the forms used by the 
N.L.R.B. and the illustrative agreement clauses have a very practical use. 


FLORENCE PETERSON 
Rollins College 


Pattern for Industrial Peace. By WiLL1AM Foote Wuyte. (New York: Harper 
& Brothers. 1951. Pp. ix, 245. $3.50.) 

This book deals with the evolution of the labor-management relationship 
over a period of a decade and a half in the Inland Steel Container Company’s 
Chicago plant, a medium-sized plant organized by the United Steelworkers of 
America. 

The book is divided into two parts, the first entitled “The Story” and the 
second “Analysis of the Case.” The first part is an extremely interesting ac- 
count of the transformation of the relationship between the company and the 
union from a situation of industrial warfare to one of peace and cooperation. 
The author had considerable access to transcripts of bargaining sessions as 
well as extraordinary cooperation from the principals of the case. The value 
of this part of the study is heightened by the inclusion of the author’s re- 
search methods in a separate appendix. As readers of Professor Whyte’s earlier 
works would anticipate, the account is written from and the selection of facts 
occurs within the human relations framework; hence a considerable discussion 
of the nature of the individual personalities involved is presented. This ap- 
proach, of course, leads to the obvious remark by the economist that economic 
circumstances and their analysis have been slighted. 

Serious students will be especially interested in the second part of the 
volume, which represents a theoretical generalization of the case. The theory 
in this section represents primarily the framework on the basis of which evi- 
dence was selected, rather than, as might hastily be inferred, a body of gen- 
eralizations suggested by the circumstances of the case. Justice cannot be done 
to a presentation of the theory here; suffice it to say that it rests upon four 
concepts—interaction, symbols, activities, and sentiments-—which were sug- 
gested by the work of Chapple and Arensberg (p. viii). Various patterns of 
interaction are presented in ingenious diagrams in Chapter 12. 

The study of labor-management relations has in recent years matured to 
the point where considerable interest is manifested in methodological problems. 
One may hope that this will clear the air and lead to cross-fertilization of pro- 
cedures and ideas, rather than to the development of intellectual island em- 
pires called Human Relations, Power Structures, Group Dynamics, etc., each 
speaking its own private language. For this to happen, each group will have 
to convince the others of the real advantages of the separate approaches, 
terminologies, and theories. With specific reference to the book under review, 
many labor economists will probably feel that the underlying theory of Part 
II adds little to their understanding of the case while actually directing atten- 
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tion away from some economic and environmental circumstances that may 
have been significant. Meanwhile, it should not be forgotten that the pioneers 
in labor studies furthered understanding a good deal with essentially common- 
sense methods. 

Francis S. Doopy 


Boston University 


Problems of Labor. By GLENN W. Miter. (New York: Macmillan. 1951. 
Pp. xvi, 560. $5.00.) 

There are several distinct tendencies to be noted in labor texts appearing 
since the end of World War II. One is a simple reduction in size, from the 
1000-page encyclopedias of the 1930’s to a more manageable 500-600 pages 
in length. Whether cause or effect, this has been linked with a second clearly 
discernible trend—the shift from simple descriptive classification of labor 
problems to a more analytical treatment of issues of theory and policy. The 
latter is a logical corollary of the former and in this reviewer’s opinion has 
made for better textbooks, but there is no way of knowing whether the change 
originated in a revolt against the mass of detail found in the older volumes 
or as an incidental outcome of better organization and integration. 

A third characteristic of postwar labor texts has been a marked expansion 
of the sections given over to trade unionism. (Of five texts issued since 1948 
which this reviewer picked at random from the shelf, all had half or more of 
the total space allotted to organized labor.) The explanation here seems ob- 
vious: the enormous expansion in activity and membership (four times over 
since 1936) of organized labor, and the accompanying increase of union eco- 
nomic and political power. The trade union is the dominant institution in the 
American labor market today and for the foreseeable future. Most textbook 
writers since 1945 have accordingly given that topic the primary allotment in 
space, and several have moved the discussion up to the front of the book in- 
stead of bringing it along after the customary review of labor-market eco- 
nomics. 

Of the three tendencies noted above, Professor Miller’s text is in line with 
the first, but is an exception to the second and third. While the book is of con- 
venient size, the treatment throughout is still primarily descriptive-historical, 
with minimum allusions to economic analysis, whether aggregative or theory of 
the firm. This results in rather limited treatment of some topics customarily 
accorded greater emphasis. For instance, wage theory as such is restricted to 
a total of ten pages on the subsistence theory, the wages fund, and marginal 
productivity, with four additional pages given over to trade union wage policy. 
The discussion of government action to stabilize the economy against un- 
employment is also covered in ten pages, with “fiscal policy and unemploy- 
ment” reviewed in a page and a half. The problem of full employment and its 
accompanying threat of inflation is not mentioned at all. 

Eight chapters out of twenty-four bear directly on trade unionism: two 
on history, and one each on structure and function, political action, union 
and management approaches to unemployment, the right to organize, collec- 
tive bargaining, and the settlement of labor disputes. The emphasis on labor 
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organization is still further reduced by an unusual dispersal of the above-men- 
tioned chapters throughout the book, from the beginning (Chapters 3, 4, 5) 
to the end (Chapters 21, 22, 23). The argument for limitation of coverage is 
made on page 508: “For two-thirds of all employees . . . conditions of work are 
set, within certain legal limits established by government, by unilateral action 
of the employer. . .. There probably are two employees whose working condi- 
tions are not determined through collective bargaining for every one working 
under an agreement. But labor problems are as real and as serious for the un- 
organized as for the organized.” 

Perhaps—for the employees themselves—although the point seems arguable 
when the unorganized and organized groups are compared as to jobs and status. 
But how about the employer, the government, and the public interest? The 
statistics are undoubtedly correct, but this is one case where a good argument 
can be made for the tail wagging the dog, particularly with respect to impact 
on the labor market. Would Miller, for example, contend that the 30-odd 
million unorganized employees influence wages, hours, and conditions of work 
more than their 15 million organized brothers? It seems to this reviewer that 
the great labor issues of the past fifteen years have arisen either in the or- 
ganized areas or in connection with organization, and that the settlements 
arrived at have noticeably affected large segments of the unorganized area as 
well. If this conclusion is correct, it is reasonable to expect a book on labor 
problems to reflect the fact. However, it is one opinion against another, which 
is one of the reasons for horse races and more than one text in a field. 

Professor Miller undertook to place “a much heavier emphasis . . . on gov- 
ernmental intervention in labor-management relations than is customary in 
labor problems textbooks” (p. vii) and this approach is adequately imple- 
mented by the amount of attention given to labor law and government con- 
trols, especially non-union labor legislation (wages and hours, social security, 
workmen’s compensation, protection of minority groups, etc.). The treatment 
is smooth, dispassionate, well-organized, and, to the best of this reader’s 
knowledge, accurate. The book’s greatest usefulness would be as an introduc- 
tory text preceding a full course in labor law. 

O. W. PHELPs 

Claremont Men’s College and Graduate School 
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Economic Theory; General Economics 


Burns, A. F., editor. Wesley Clair Mitchell, the economic scientist. (New York: Nat. Bur. 
of Econ. Research. 1952. Pp. viii, 379. $4.) 

Bye, R. T. and Hewett, W. W. The economic process—its principles and problems. (New 
York: Appleton-Century-Crofts, 1952. Pp. xiii, 1050. $5.50.) 

Ecner, E. Der haushalt—eine darstellung seiner volkswirtschajtlichen gestalt. (Berlin: 
Duncker & Humblot. 1952. Pp. 516. DM 32,—.) 

The household as the basis for the economy. The evolution of the houschold in rela- 
tion to economic development. 

Eucken, W. This unsuccessful age, or the pains of economic progress. (New York: Ox- 
ford Univ. Press. 1952. Pp. 96. $2.) 

A translation of Unser Zeitalter der Misserfolge, by the author, with an introductory 
chapter by John Jewkes. The German edition was reviewed in the June 1952 number 
of this journal. 

Evans, W. D. and Horrenserc, M. The interindustry relations study for 1947. Paper 
presented at the joint annual meetings of the Econometric Society and the Am. Econ. 
Association, Dec. 26, 1951. (Washington: Bur. of Labor Stat. 1951. Pp. 12.) 

Farrcui1p, F. R., in collaboration with T. J. Shelly. Understanding our free economy—an 
introduction to economics. (New York: D. Van Nostrand Co. 1952. Pp. xi, 589. $3.96.) 

An elementary text designed primarily for use at the high school level. The authors 
have sought to “set forth clearly and objectively the essential facts and principles of 
economics, with their application to the various economic systems,” with particular em- 
phasis on the working of the free economy. 

Fossum, P. R. Principles of economic development. (Tacoma, Washington: The College 
Press. 1952. Pp. 247.) 

Fuz, J. K. Welfare economics in English Utopias—from Francis Bacon to Adam Smith. 
(The Hague: Martinus Nijhoff. 1952. Pp. vii, 113. f7.—.) 

Fyot, J.-L. Dimensions de Vhomme et science économique. (Paris: Presses Univ. de 
France. 1952. Pp. 355. 1400 fr.) 

Govupriaan, I. J. Economie in zestien bladzijden of inleiding tot de analytische economie. 
(Amsterdam: J. H. de Bussy. 1952. Pp. xxi, 249.) 

Guinénevur, R. Le probléme de la théorie marxiste de la valeur. (Paris: Lib. Armand 
Colin. 1952. Pp. 195.) 

The first part is concerned with the Marxist method, and in particular with the in- 
fluence upon it of the Hegelian dialectic; the second part is an exposition of Marxian 
value theory; and the third part is devoted to the controversies that have arisen with 
regard to it. . 

HAnsEN, B. A study in the theory of inflation. (New York: Rinehart. 1951. Pp. xiii, 262. 
$4.) 

Heaton, H. A scholar in action—Edwin F. Gay. (Cambridge: Harvard Univ. Press. 1952. 
Pp. vii, 260. $4.25.) 

Herskovits, M. J. Economic anthropology—a study in comparative economics. (New 
York: Alfred A. Knopf. 1952. Pp. xiii, 547, xxiii.) 

Originally published in 1940 as The Economic Life of Primitive Peoples. 

Hicctns, B. What do economists know? (New York: Cambridge Univ. Press. 1952. Pp. 
viii, 166. $2.75.) 

Based on a series of lectures delivered during the author's two-year tenure of the 
Ritchie Chair of Research in Economics in the University of Melbourne 
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Knicut, B. W. and Hines, L. G. Economics—an introductory analysis of the level, com- 
position and distribution of economic income. (New York: Alfred A. Knopf. 1952. Pp. 
xix, 936. $5.75.) 

Kumarappa, J. C. Gandhian economic thought. Lib. of Indian econ. pubs. no. 1. (Bom- 
bay: Vora. 1951. Pp. 72. 2s.) 

Mutcany, R. E., S.J. The economics of Heinrich Pesch. (New York: Henry Holt. 1952. 
Pp. ix, 228. $3.) 

NrewAns, J. Ausgleichsgesetze der amerikanischen sahlungsbilanz—von der allgemeinen 
preistheorie zur quantitativen voraussage. (Bern: A. Francke. 1951. Pp. x, 173. Sw. fr. 
9.50.) 

Rosinson, J. Collected economic papers. (Oxford: Basil Blackwell. 1951. Pp. xii, 236. 21s.) 

———. The rate of interest and other essays. (New York and London: Macmillan. 1952. 
Pp. viii, 170. $2 

Rosinson, L. R., Apams, J. F. and Dirurn, H. L., editors. An introduction to modern 
economics. Isaacs, A., McKez, C. W. and Stestncer, R. E., editors. Selected readings 
in modern economics. With a student workbook for use with the Introduction and 
Selected Readings. (New York: The Dryden Press. 1952. Pp. xviii, 942; xviii, 700; xii, 
332. $5.75; $3.25; $2.50.) 

Rostow, W. W. The process of economic growth. (New York: W. W. Norton. 1952. Pp. 
x, 285. $4.50.) 

SamMvuELson, P. A., BrsHop, R. L. and Coreman, J. R. Readings in economics. (New 
York: McGraw-Hill. 1952. Pp. xii, 484. $3.) 

ScHneIver, E. Einfiihrung in die wirtschaftstheorie. Teil III: Geld, kredit, volkseinkommen 
und beschaftigung. (Tiibingen: J. C. B. Mohr (Paul Siebeck). 1952. Pp. vi, 220. DM 
17.—; paper, DM 14.—.) 

. Pricing and equilibrium—an introduction to static ang dynamic analysis. Trans- 
lated from the original German by T. W. Hutchison. (New York: Macmillan. 1952. 
Pp. xii, 327. $4.) 

The original German volume was reviewed in this journal September, 1950. 

Srevers, A. M. General economics—an introduction. (Philadelphia: J. B. Lippincott Co. 
1952. Pp. xvii, 812.) 

STAVENHAGEN, G. Geschichte der wirtechaftsthoorte. (Gottingen: Vandenhoeck and Ru- 
precht. 1951. Pp. 320. DM 19.50.) 

Sticter, G. J. and Boviprne, K. E., Selection Committee. Readings in price theory. Vol. 
VI of ser. of republished articles on econ. (Chicago: Richard D, Irwin, for the Am. 
Econ. Assoc. 1952. Pp. x, 568. College price, $5.) 

TRUGENBERCER, A. E. San Bernardino da Siena—considerazioni sullo sviluppo dell’etica 
economica cristiana nel primo rinascimento. (Bern: A. Francke. 1951. Pp. xi, 142. 14.— 
sw. fr.) 

Umoreit, M. H., Hunt, E. F. and Kinter, C. V. Fundamentals of economics. 2nd ed. 
(New York: McGraw-Hill. 1952. Pp. xii, 506. $5.) 

The revision includes a rewritten chapter on “Interest” and an expansion of the treat- 
ment of “National Income.” 

Vinct, F. Reddito colettivo e piano d’investimenti, and Chiarimenti sulle produzioni e gli 
appagamenti comuni. Pub. of the Istituto di Scienze Economiche e Statistiche, Uni- 
versita degli Studi di Milano. (Milan: Unione Tipografia. 1951. Pp. 38.) 

Weer, E. T. The economic system—an analysis of the flow of economic life. (New York: 
Macmillan. 1952, Pp. xxx, 869. $5.75.) 

A set of problems to accompany this volume has been prepared by the author and 
B. E. Grimes. 

Economic essays in honour of Costantino Bresciani Turroni. By M. Allais, E. Fossati, R. 
—— S. E. Harris, A. Mahr, J. Marschak, H. Neisser, F. Oules, G. U. Papi, R. Roy, 
G. L. S. Shackle and J. Tinbergen. (Bologna and Trieste: Licinio Cappelli. 1949. Pp. 
255. L. 3,000.) This collection comprises four consecutive issues of Metroeconomica. 
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The contributions in English, French and German cover a wide range of topics in 
theoretical economics and econometrics. 


Economic History; National Economies 


Cooke, H. V. Challenge and response in the Middle East—the quest for prosperity, 1919- 
1951. (New York: Harper & Bros. 1952. Pp. xiii, 366. $4.) 

De Neuman, A. M. The economic aspects of nationalization in Great Britain. (Cambridge, 
England: Students’ Bookshops, Ltd. 1952. Pp. 52.) 

The primary emphasis is on the economic functions of the public corporations through 
which the nationalized industries are administered, and upon the provisions of law that 
apply to the operations of these public corporations. 

Frnserc, H. P. R. Tavistock Abbey: a study in the social and economic history of Devon. 
Cambridge stud. in medieval life and thought, new ser., vol. 2. (Cambridge: Cambridge 
Univ. Press. 1951. Pp. viii, 320. 25s.) 

Fintey, M. I. Studies in land and credit in ancient Athens, 500-200 B.C.—the Horos— 
inscriptions. (New Brunswick: Rutgers Univ. Press. 1952. Pp. xii, 332. $3.50.) 

Greenserc, M. British trade and the opening of China, 1800-42. Cambridge stud. in 
econ. hist. (Cambridge: Cambridge Univ. Press. 1951. Pp. xii, 238. 21s.) 

Matvestit1, P. Saggi e polemiche sulla linea pella. (Milan: A. Guiffré. 1951. Pp. 198.) 

Mounor, S. R. Indian economic policy. (Allahabad: Friends’ Book Depot. 1952. Pp. ix, 
224. Rs. 6.) 

Morcan, E. V. Studies in British financial policy, 1914-25. (New York and London: Mac- 
millan. 1952. Pp. xii, 388. $6.50.) 

Mov ton, H. G. America’s wealth—the last hundred years—and the next. The illustrated 
story of a dynamic economy, based on the author’s volume The Dynamic Economy. 
(Washington: The Brookings Institution. 1952. Pp. 48.) 

Sessa, G., editor. Georgia studies—selected writings of Robert Preston Brooks. (Athens: 
Univ. of Georgia Press. 1952. Pp. xii, 309. $3.50.) 

The editor says: “The usefulness and significance of the writings here assembled lies 
in the fact that they bear upon so many of the great social, economic and cultural 
issues in the state of Georgia and that they indirectly reflect the great changes in South- 
ern thinking and attitude over the last four decades.” 

Souter, G. Economic forces in American history. (New York: William Sloane Assoc. 1952. 
Pp. viii, 568. $4.75.) 

The economic development of Iraq. Report of a mission organized by the International 
Bank for Reconstruction and Development at the request of the government of Iraq. 
(Baltimore: The Johns Hopkins Press, for the Internat. Bank for Reconstruction and 
Development. 1952. Pp. xix, 463.) 

Formulation and economic appraisal of development projects. Asian Centre on Agric. and 
Allied Projects. (Lahore: Technical Assistance Admin. Training Institute on Econ. 
Appraisal of Develop. Projects. 1951. 2 vols.) 

Report of the United Nations Mission of Technical Assistance to Bolivia. U.N. pub. 1951. 
II. B. 5. (New York: Columbia Univ. Press. 1951. Pp. vii, 127. $1.50.) 

United States of America—economic and commercial conditions in the United States of 
America. Prepared by members of the staff of His Majesty’s Embassy in Washington. 
(London: H. M. Stat. Office, for the Board of Trade Commercial Relations and Exports 
Dept. 1952. Pp. vii, 266.) 

The main purpose is to inform British readers about “the United States as a factor 
generally in their assessment of economic conditions abroad.” All of the important 
aspects of the U.S. economy are reviewed. 
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Statistics and Econometrics 


Brookes, B. C. and Dick, W. F. L. Introduction to statistical method. (London: William 
Heinemann. 1951. Pp. viii, 288. 21s.) 

Grant, E. L. Statistical quality control. 2nd ed. (New York: McGraw-Hill. 1952. Pp. 
xi, 557. $6.50.) 

Kenpatt, M. G., editor. The sources and nature of the statistics of the United Kingdom. 
(London and Edinburgh: Oliver and Boyd, for the Royal Statistical Society. 1952. 
Pp. viii, 352. 21s.) 

A reprint of twenty articles (brought up-to-date where necessary) organized by 
the Royal Statistical Society and earlier published in their Journal. There are general 
articles on “Censuses of Production and Distribution,” “Oversea Trade,” “Agriculture,” 
and “Labor Statistics”; articles on the statistics of particular commodities (coal, rubber, 
cotton, etc.); and articles on transport, housing, cooperative trading, and publishing. 

Mettzer, H. Wahrheit und wahrscheinlichkeit in der statistik. (Mannheim: Wirtschafts- 
hochschule Mannheim. 1952. Pp. 39.) 

Wavucu, A. E. Elements of statistical method. 3d ed. (New York: McGraw-Hill. 1952. 
Pp. xv, 531. $5.50.) 

A chapter has been added on the analysis of variance. “Chapters on curve fitting have 
been entirely reworked and made introductory to the chapters on correlation.” 


Economic Systems; Planning and Reform; Cooperation 


Brinton, C. The anatomy of revolution. (New York: Prentice-Hall. 1952. Pp. xi, 324. 
$5.) 
A revised edition of a book that first appeared in 1938. In addition to other changes, 
a new section has been written dealing with Russia during and after the Second 
World War. “Certain first approximations of uniformities” are looked for with regard 
to four revolutions: the English Revolution of the 1640’s, the American Revolution, 
the French Revolution, and the revolution in Russia. 
Crecc, H. Industrial democracy and nationalization. (Oxford: Basil Blackwell. 1951. Pp. 
viii, 147. 9s., 6d.) 
Core, G. D. H. The development of socialism during the past fifty years. Webb memorial 
lecture, 1951. (London: The Athlone Press, Univ. of London. 1952. Pp. 32. 2s., 6d.) 
Ecsert, D. D. and Persons, S., editors. Bassett, T. D. S., bibliographer. Socialism and 
American life. 2 vols. Princeton stud. in Am. civilization no. 4. (Princeton: Princeton 
Univ. Press. 1952. Pp. xiv, 776; xiv, 575. $10, each; $17.50 for both vols.) 
Vol. 2 is Bibliography: descriptive and critical. 
Hexter, J. H. More’s Utopia. (Princeton: Princeton Univ. Press. 1952. Pp. xii, 171. $3.) 
An analysis of the ideas which More had in mind, out of which the Utopia grew. 
Jorpan, E. Business be damned. (New York: Henry Schuman. 1952. Pp. xiv, 267. $4.) 
The author, formerly professor of philosophy, describes what he conceives to be 
the effect of our business system on American culture: on industry, politics, law, reli- 
gion, art, education. The approach, as the title implies, is highly critical of the business 
system. In the last few chapters he proposes changes in legal, political and business 
institutions designed’ to correct the situation which he feels has been created by the 
dominance of the business system. 
Kemény, G. Economic planning in Hungary, 1947-9. (London and New York: Royal 
Institute of Internat. Affairs. 1952. Pp. x, 146. 12s., 6d.) 
Lewis, B. W. British planning and nationalization. (New York: Twentieth Century Fund. 
London: George Allen & Unwin, Ltd. 1952. Pp. xi, 313. $3.) 
OetssneR, F. Uber die wirtschaftliche rechnungsfuhrung. (Berlin: Verlag die Wirtschaft 
GMBH. 1951. Pp. 62.) 
The principles of “economic accounting” on Communist lines. Such topics as the 
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following are very briefly considered: The application of the law of value; The calcu- 
lation of original cost; The role of money; Efficiency piece-work wages; Price-fixing. 
OxENFELDT, A. R. Economic systems in action—the United States, the Soviet Union, 
and the United Kingdom. (New York: Rinehart. 1952. Pp xiv, 175. $1.50.) 
STERNBERG, F. Capitalism and socialism on trial. (London: Gollancz. 1951. Pp. 603. 
25s.) 

Tawney, R. H. Equality. 4th rev. ed. (New York: Macmillan. 1952. Pp. 285. $3.50.) 
Reprint of 1938 edition, with a few minor corrections in the first six chapters. 
Review of the co-operative movement in India, 1948-50. (Bombay: Agricultural Credit 

Dept., Reserve Bank of India. 1952. Pp. 228.) 


National Income and Social Accounting 


CreaMER, D. Bibliography on income and wealth, 1937-1947. Vol. I. (Cambridge: 
Bowes & Bowes, for the Internat. Assoc. for Research in Income and Wealth. 1952. 
Pp. xvi, 184. 63s.) 

FouckE, R. A. A study of the concept of national income. (New York: Dun & Bradstreet. 
1952. Pp. 79.) 

Income of families and persons in the United States: 1950. Bur. of the Census current 
population rept., consumer income, sec. P-60, no. 9. (Washington: Supt. Docs. 1952. 
Pp. 39.) 

National income and expenditure estimates, 1948 to 1951. Cmd. 8486, (London: H. M. 
Stat. Office. 1952. Pp. 15.) 

National income and its distribution in under-developed countries. U. N. Stat. papers, 
ser. E, no. 3. (New York: Columbia Univ. Press. 1951. Pp. vi, 35. 40c.) 


Business Fluctuations; Prices 


Burns, A. F. The imstability of consumer spending. 32d annual report, Nat. Bur. of 
Econ. Research. (New York: Nat. Bur. of Econ. Research. 1952. Pp. 87.) 

Constantacatos, M. E. Money and prices: as viewed from actual money supply in the 
United States of America from 1800 to 1940 and optimum money supply in the long 
run. An essay in interpretation. (Athens: M. E. Constantacatos. 1951. Pp. 90.) 

Dovuctas, P. H. Memorandum to members of the Joint Committee on the Economic Re- 
port (on the Committee report on the President’s January 1952 economic report) 
Mar. 6, 1952. (Washington: Supt. Docs. 1952. Pp. 13.) 

Du Puessis, J. C. Economic fluctuations in South Africa, 1910-1949. (Stellenbosch: Bur. 
for Econ. Research. 1950. Pp. 75. 18s., 6d.) 

W. P. Economic stabilization—objectives, rules, and mechanisms. (Princeton: 
Princeton Univ. Press, for Univ. of Cincinnati. 1952. Pp. xii, 264.) 

Ernzic, P. Inflation. (New York: Macmillan. London: Chatto and Windus. 1952. Pp. 
223. $2.50.) 

Gorvon, R. A. Business fluctuations. (New York: Harper. 1952. Pp. xvi, 624. $5.) 

Gruser, K. Conditions of full employment. Translated into English by Jean Meyer. 
(London: William Hodge. 1952. Pp. vi, 141. 12s., 6d.) 

Lunpperc, E., Merpner, R., Renn, G. and Wickman, K. Wages policy under full em- 
ployment. Edited and translated by R. Turvey. (London: William Hodge and Co., 
Ltd. 1952. Pp. viii, 88. $1.) 

Maxwett, J. A. Federal grants and the business cycle. (New York: Nat. Bur. of Econ. 
Research. 1952. Pp. xiii, 122. $2.) 


TINBERGEN, J. Business cycles in the United Kingdom, 1870-1914, (Amsterdam: North- 
Holland Publishing Co. 1951. Pp. 139, f. 12.50.) 


| 
i 
| 
| 


TITLES OF NEW BOOKS 691 


Problems of unemployment and inflation, 1950 and 1951. Analysis of replies by govern- 
ments to a United Nations questionnaire. U. N. pub. 1951.1LA.1. (New York: Co- 
lumbia Univ. Press. 1951. Pp. v, 173. $1.25.) 


Money and Banking; Short-Term Credit; Consumer Finance 


BERGENGCREN, R. F., in collaboration with A. C. Gartland and J. W. Brown. The fight 
for economic democracy in North America, 1921-1945. (New York: Exposition Press. 
1952. Pp. 379. $3.75.) 

The development of the credit union movement in the United States and Canada 
as viewed by one of the pioneers in the movement. 

Campsett, C. A. The Old National Bank of Spokane: the pioneer “Big Bank” of Spokane 
and the inland empire. (Pullman: State College of Washington. 1952. Pp. 131.) 

Reprint from Research Studies of the State College of Washington, Vol. XVII (1949). 

Dacey, W. M. The British banking mechanism. (London: Hutchinson’s Univ. Library. 
New York: Longmans, Green. 1952. Pp. 203. $2.25; text ed. $1.80.) 

An elementary treatment of the British financial system as it has operated since 
1931. The primary concern is with the principles “on which the modern banking 
mechanism functions.” Attention is given to the working of bank rate policy, the 
effects of governmental financial operations, and to the postwar situation of the 
financial structure. 

Gertorr, W. Geld und gesellschaft. (Frankfurt am Main: Vittorio Klostermann. 1952. 
Pp. 288. DM 25.) 

James, E. and Marcnat, A., editors. La monnaie. Analyse des théories de A. Aftalion, 
J. W. Angell, R. G. Hawtrey, J. M. Keynes, A. W. Marget, L. Mises, B. Nogaro, 
C. Rist, D. H. Robertson et J. Schumpeter. L’Ecole de Stockholm. La monnaie en 
U.RSS. La théorie économique du temps présent. Collection fondée par B. Nogaro. 
(Paris: Domat Montchrestien. 1952. Pp. 498.) 

Kuriuara, K. K. Monetary theory and public policy. (London: Allen and Unwin. 1951. 
Pp. xiv, 393. 30s.) 

Neumark, F. and SAveRMANN, H., editors. Beitrige zur geld und finanstheorie. (Tibin- 
gen: J. C. B. Mohr. 1951. Pp. xix, 145.) 

Rist, C. Histoire des doctrines relatives au crédit et a la monnaie depuis John Law 
jusqu’d nos jours. 2nd ed. (Paris: Recueil Sirey. 1951. Pp. 540. 1,500 fr.) 

Wut esey, C. R., editor. Readings in money and banking. (New York: W. W. Nor- 
ton. 1952. Pp. xiii, 480.) 

Banco Nacional de Cuba—memoria 1950-51. (Havana: Dept. Investigaciones Economicas, 
Banco Nacional de Cuba. 1952. Pp. 531.) 

Federal Deposit Insurance Act, related laws and rules and regulations, compiled under 
the direction of the board of directors of the Federal Deposit Insurance Corporation. 
(Washington: Fed. Deposit Insurance Corp. 1951. Pp. 120.) 

History of the Federal Deposit Insurance Corporation. Prepared by the Division of Re- 
search and Statistics. (Washington: Fed. Deposit Insurance Corp., 1951. Pp. 11.) 

Money market essays. (New York: Federal Reserve Bank of New York. 1952. Pp. 33. 


Apply.) 


Business Finance; Investments and Security Markets; Insurance 


Hvussanp, W. H. and Docxeray, J. C. Modern corporation finance. 3d ed. (Chicago: 
Richard D. Irwin. 1952. Pp. xiv, 747. College ed. $5.75.) 

This is an extensive revision. “Attention has been given to new securities practices, 
the raising of capital by direct placement, the increasing pressures on the responsibilities 
of private management, the current taxation of corporations, and numerous other de- 
velopments.” 
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Krume, L. H. Share ownership in the United States. A study prepared at the request 
of the New York Stock Exchange. (Washington: The Brookings Institution. 1952. Pp. xi, 
140.) 

The effects of inflation on industrial capital resources: a case story. (London: Federation of 
British Industries. 1951. Pp. 14.) 

Financing corporate expansion, 1946-1951. (New York: Model, Roland & Stone. 1952. 
Pp. 32.) 

Securities required to be exchanged for cash or new securities. Securities and Exchange 
Commission. (Washington : Supt. Docs. 1952. Pp. 16.) 


Public Finance 
Brnoer, R. Die steuern in den Vereinigten Staaten von Amerika, 1939-1952. (Kiel: Institut 
fiir Weltwirtschaft, Universitit Kiel. 1952. Pp. 170. DM 20,—.) 
Bioucn, R. The federal taxing process. (New York: Prentice-Hall. 1952. Pp. x, 506. $5.) 
Brown, E. C. Effects of taxation: depreciation adjustments for price changes. (Boston: 
Grad. School of Bus. Admin., Harvard Univ, 1952. Pp. xiii, 161. $3.25.) 
Cuvues, B. The control of public expenditure. Financial committees of the House of 
Commons. (Oxford: Clarendon Press. 1952. Pp. vii, 291. 25s.) 
Cuiark, R. M. The municipal business tax in Canada, Canadian tax papers, no. 5. (To- 
ronto: Canadian Tax Foundation. 1952. Pp. viii, 54.) 
Dickerson, W. E. and Domican, H. W. Tax accounting—state and local taxes. (Dubuque, 
Iowa: Wm. C. Brown Co. 1951. Pp. 198.) 
DrummonpD, J. M. The finance of local government—England and Wales. (London: 
George Allen & Unwin, Ltd. New York: Macmillan. 1952. Pp. vii, 206. $4.50.) 
The book is one of a series on local government in England and Wales; the author 


is City Treasurer of Sheffield. The approach is “mainly of a descriptive and expository 
nature.” 


Fioyp, J. S., Jr. Effects of taxation on industrial location. (Chapel Hill: Univ. of North 
Carolina Press. 1952. Pp. ix, 155. $3.) 

Humpurey, H. H. Tax loop holes. (Washington: Public Affairs Institute. 1952. Pp. 31.) 

Kreps, C. H., Jr. Federal taxes. (New York: H. W. Wilson Co. 1952. Pp. 183. $1.75.) 

A compilation of rather brief extracts from articles, mostly written at the popular 
level, by a wide range of authors, including a few economists; the issues are timely— 
What are the proper purposes of the federal tax system? How may the burden 
of federal taxes be distributed equitably? How may inflation best be avoided in a 
defense economy? Should federal tax powers be limited? 

Lawton, F. J. Federal budgeting—problems and outlook. Address before the annual 
meeting of the American Retail Federation, Washington, D.C., May 14, 1952. (Wash- 
ington: Bur. of the Budget. 1952. Pp. 8.) 

Marouis, R. W. Forest yield taxes. Dept. of Agric. circular 899, (Washington: Supt. 
Docs. 1952. Pp. 50.) 

Morcan, E. V. Studies in British financial policy, 1914-1925. (London: Macmillan. 1952. 
Pp. xii, 388. 28s.) 

Puiiipes, N. F. United States taxation of nonresident aliens and foreign corporations. 
(Toronto: Carswell Co., Ltd. 1952. Pp. xxxviii, 379. $8.50.) 

Essentially a legal treatise. The law of the United States with respect to the taxation 
of the income of nonresident aliens and foreign corporations is explained. 

Smitu, D. T. Effects of taxation: corporate financial policy. (Boston: Harvard Bus. 
School, Div. of Research. 1952. Pp. xii, 301. $3.75.) 

Can federal expenditures be cut? Compendium of proposals for effecting economy in the 
U. S. budget. 3 vols. (New York: The Tax Foundation. 1952. Pp. 589, mimeo.) 
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A collection of proposals for specific reductions in the federal budget. Used as 
sources for these proposals were the speeches of Senators and Representatives, the hear- 
ings and reports of Congressional Committees, and non-governmental books and pe- 
riodicals. 

Fact and forecast in government finance. (New York: Tax Foundation, 1951. Pp. 10.) 

Federal-state-local tax coordination. Study by the Advisory Staff of the Secretary of the 
Treasury. (Washington: Supt. Docs. 1952. Pp. 87.) 

India. U. N. pub. finance survey. U. N. pub. 1952.XVI.1. (New York: Columbia Univ. 
Press, 1952. Pp. vi, 101. 75c.) 

Monetary policy and the management of the public debt. Hearings before the subcom- 
mittee on General Credit Control and Debt Management of the Joint Committee on 
the Economic Report, 82nd Cong., 2nd sess., March, 1952. (Washington: Supt. Docs. 
1952. Pp. v, 993.) 

Monetary policy and the management of the public debt. Report of the subcommittee 
on General Credit Control and Debt Management of the Joint Committee on the Eco- 
nomic Report, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. vi, 79.) 

The 1952-1953 federal budget. Report presented by Committee on Taxation. (New 
York: Chamber of Commerce of State of New York. 1952, Pp. 12.) 

Tax and expenditure policy for 1952. Statement on national policy issued by C.E.D. 
Research and Policy Committee. (New York: Committee for Econ. Development. 
1952. Pp. 37.) 

Taxation and business concentration. Symposium conducted by the Tax Institute, June 
15-16, 1950, New York, (Princeton: Tax Institute. 1952. Pp. 264.) 

The taxation of corporate surplus accumulations—the application and effect, real and 
feared, of section 102 of the Internal Revenue Code dealing with unreasonable accumula- 
tion of corporate profits. Report prepared by James K. Hall for the Joint Committee 
on the Economic Report, 82nd Cong., 2nd sess. (Washington: Joint Committee on the 
Econ. Report. 1952. Pp. xi, 260. Apply.) 

The United States Treasury. By the Information Service. (Washington: U. S. Treasury. 
1951. Pp. 40.) 

Waste in Defense Department procurement. Hearings before the Special Subcommittee 
on Procurement of the House Committee on Armed Services, 82nd Cong., 2nd sess., 
on cataloging, standardization and waste in military buying. (Washington: Supt. 
Docs. 1952. Pp. 570.) 


International Economics 


BaaveE, F. compiler. Die weltwirtschaft. 1952, Vol. 1. (Kiel: Institut fiir Weltwirtschaft, 
Universitat Kiel. 1952. Pp. 51.) 

De Lucca, M. Di alcuni moderni aspetti della teoria e della politica dei traffici interna- 
zionali. Stud. di econ. e stat., ser. I, vol. I. (Catania: Univ. di Catania. 1950-51. Pp. 
94.) 

Dresotp, W., Jr. Trade and payments in western Europe—a study in economic co- 
operation. (New York: Harper, for the Council on Foreign Relations. 1952. Pp. xvii. 
488. $5.) 

Fanno, M. La teoria economica della colonizzazione. (Turin: Edizioni Scientifiche Einaudi. 
1952. Pp. 387.) 

FRANKEL, S. H. Some conceptual aspects of international economic development of un- 
derdeveloped territories. Essay in internat. finance, no. 14. (Princeton: Internat. Finance 
Section. 1952. Pp. 25.) 

Gatz, W., compiler. Die weltwirtschaft ende 1951. (Kiel: Institut fiir Weltwirtschaft, 
Universitat Kiel. 1951. Pp. 131.) 
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Jacossson, P. Monetary improvements in Europe and problems of a return to converti- 
bility. (Cairo: Nat. Bank of Egypt. 1950. Pp. 47.) 


Kuczynsk1, J. Studien zur geschichte der weltwirtschaft. (Berlin: Dietz Verlag. 1952. 
Pp. 200.) 
Economic history from the communist point of view, contrasting the development 
of capitalist and communist nations. 


Laxpawata, D. T. International aspects of Indian economic development. Univ. of 
Bombay pub., econ. ser. no. 5. (New York: Oxford Univ. Press. 1952. Pp. 191. $2.50.) 

MacGrsson, D. A. The Canadian grain trade, 1931-1951. (Toronto: Univ. of Toronto 
Press. 1952. Pp. ix, 227. $4.50.) 

Oyata, E. M. Agriculture and economic progress. (New York: Oxford Univ. Press. 
1952. $5.) 

Part, G. U. The first twenty years of the Bank for International Settlements. With a bib- 
liographical appendix on the Bank and cognate subjects compiled on the basis of the 


information supplied by the Bank for International Settlements. (Rome: Bancaria. 
1951. Pp. 270. L. 5,000.) 


Ropsins, L. The balance of payments. The Stamp memorial lecture, 1951. (London: 
Athlone Press. 1951. Pp. 32. 2s.) 


Scuestncer, E. R. Multiple exchange rates and economic development. Princeton stud. 
in internat. finance, no. 2. (Princeton: Princeton Univ. Press, for the Internat. Finance 
Section. 1952. Pp. 76. $1.) 

Tew, B. International monetary co-operation, 1945-52. (New York: Longmans, Green. 
London: Hutchinson’s Univ. Library. 1952. p. xi, 180. $2.25; text ed., $1.80.) 

An elementary treatment of the machinery of international payments “with special 
reference to the problems which have arisen since the last war, and the institutions 
which have been developed to meet them”: the International Monetary Fund, the 
European Payments Union, and others. 


Agreements for intra-European payments and compensations, 1947-50. (Basle: Monetary 
and Econ. Dept., Bank for Internat. Settlements. 1951. Pp. 93.) 


Commodity trade statistics—by groups of the standard international trade classification— 
3d issue, January-September 1951. U. N. stat. papers, ser. D, no. 9. (New York: 
Statistical Office, U. N. Dept. of Econ. Affairs. 1952. Pp. 217.) 

Continuance of the Mutual Security Program. Message from the President of the 
United States transmitting recommendations for the continuance of the Mutual Security 


Program, 82nd Cong., 1st sess. House Doc. no. 382. (Washington: Supt. Docs. 1952. 
Pp. 14.) 


Direction of international trade—quarterly issue Junuary-December 1951. Supplementary 
issue, 1952. Joint pubs. of U. N. Statistical Office, Internat. Monetary Fund and In- 
ternat. Bank for Reconstruction and Development. U. N. stat. papers, ser. T, vol. II, 
no. 12 and vol. III, no. 1. (New York: Statistical Office, U. N. Dept. of Econ. Af- 
fairs. 1952. Pp. 180 and 60.) 

Economic survey 1951. (Stockholm: Svenska Handelsbanken. 1952. Pp. 60.) 


Financial stability and the fight against inflation. (Paris: Organisation for European Econ. 
Co-operation. 1951. Pp. 99.) 

First report to Congress on the Mutual Security Program—supplements, agreements and 
other documents relating to the Mutual Security Program. (Washington: Supt. Docs. 
1952. p. 82.) 

Grenzraumprobleme der westlichen weltwirtschaft. Bericht uber den deutschen Weltwirt- 
schaftstag 1951. Herausgegeben von den Deutsche Weltwirtschaftlichen Gesellschaft. 
(Berlin: Verlag Franz Vahlen. 1952. Pp. 90. DM 4.75.) 

Labor Point 4 and the Department of Labor. A comprehensive list of “Reports and 
publications on international labor.” (Washington: Supt. Docs. 1952. Pp. 16.) 
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Labour productivity of the cotton textile industry in five Latin-American countries. 
U.N. pub. 1951.ILG.2. (New York: Columbia Univ. Press. 1951. Pp. x, 293.) 

Low tariff club. A Council of Europe contribution to the study of the problem of 
lowering customs barriers as between member-countries. (Strasbourg: Council of 
Europe. 1952. Pp. 118.) 

Measures for international economic stability. Report of a group of experts appointed 
by the Secretary-General. (New York: United Nations, Dept. of Econ. Affairs. 1951. 
Pp. 48.) 

Mutual Security Act of 1952. Report of the House Committee on Foreign Affairs on 
H. R. 7005, a bill to amend the Mutual Security Act of 1951, May 12, 1952, 82nd 
Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 108.) 

The overseas territories in the Mutual Security Program. (Washington: Mutual Security 
Agency. 1952. Pp. 16.) 

The problem of long term international balance. Proceedings of a round table discussion 
held by the International Economic Association, Monaco, September, 1950. (Paris: 
Unesco. 1952. Internat. Soc. Sci. Bull., spring, 1951. Pp. 93.) 

The papers were contributed by S. H. Frankel, B. S. Keirstead, P. Uri, D. H. 
Robertson, H. Staehle, Colin Clark, W. Keilhan, N. Kaldor, G. Haberler, G. D. A. 
MacDougall, J. Akerman. 

Probleme des Schuman-Plans. A discussion between W. Hallstein, A. Predéhl and F. 
Baade. Kieler vortrage neu folge no 2. (Kiel: Institut fiir Weltwirtschaft, Universitat 
Kiel, 1951. Pp. 34. DM 2.) 

Regulations concerning dealings in gold and foreign exchange in France, 11th suppl. 
(in French). (Basle: Bank for Internat. Settlements. 1952. Pp. 100.) 

Report to the House Committee on Foreign Affairs special study mission to Germany 
and certain other countries and supplemental report on Austria, Yugoslavia, Italy and 
Spain, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 96.) 

Review of international commodity problems 1951. Fifth annual review of the Interim 
Co-ordinating Committee for International Commodity Arrangements. U.N. pub. 
1952.1I.d.1. (New York: Columbia Univ. Press. 1952. Pp. viii, 53. 60c.) 

The secondary aluminium industry in the U.S.A—treport of the Technical Assistance 
Mission No. 19. (Paris: Organisation for European Econ. Cooperation. 1952. Pp. vii, 
93.) 

The sterling area; an American analysis. (London: E.C.A. Special Mission to the United 
Kingdom. 1951. Pp. 147.) 

Strategic materials program of the Economic Cooperation Administration—report of the 
Special Subcommittee on Foreign Economic Cooperation of the Senate Appropriations 
Committee, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 21.) 

A study of certain military and economic aspects of the proposed mutual security pro- 
gram. (Washington: Committee on the Present Danger. 1952. Pp. 40.) 

Tin, 1950-1951. A review of the world tin industry. (The Hague: Internat. Tin Study 
Group. 1951. Pp. 84. 6s.) 

Tuna imports. Hearings before the Senate Committee on Finance, 82nd Cong., 2nd 
sess. (Washington: Supt. Docs. 1952. Pp. 422.) 

The U.S. Department of Commerce in foreign technical assistance. (Washington: Supt. 
Docs. 1952. Pp. 19.) 1 


Business Administration 
Asruzzi, A. Work measurement—new principles and procedures. (New York: Columbia 
Univ. Press. 1952. Pp. xviii, 290. $6.) 
AntuHony, R. N., assisted by J. S. Day. Management controls in industrial research or- 


ganizations. (Boston: Grad. School of Bus. Admin., Harvard Univ. 1952. Pp. xviii, 
537. $6.75.) This is a report on management control practices of industrial research 
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organizations—written primarily for persons who manage such organizations, and 
based on information obtained principally from members of the organizations them- 
selves. 

Campos, W. E. Administracién de empresas: direccién de personal, su técnica y sus 
problemas. (Buenos Aires: Edit. Bibliogrdfica Argentina. 1952. Pp. 382.) 

CanrieLp, B. R. Public relations—principles and problems. (Homewood, Ill.: Richard D. 
Irwin, 1952. Pp. xiv, 517. College price, $5.75.) 

Converse, P. D. and Huecy, H. W., with collaboration of Mitcuett, R. V. The ele- 
ments of marketing. Sth ed. (New York: Prentice-Hall. 1952. Pp. xvi, 968. $6.) 

Date, E. Planning and developing the company organization structure. Research rept. 
no. 20. (New York: Am. Management Assoc. 1952. Pp. 232. $4.50.) 

An analysis of the development of the organization structure of the individual com- 
pany—particularly in manufacturing, but also to some extent in retail and service 
trades. Consideration is given to the “major organizational problems as they arise at 
various stages of a company’s growth,” and to “the mechanics of organization.” 

D'Ippo.ito, T. Le discipline amministrative asiendali. 2nd ed. (Palermo: Abbaco, 1952. 
Pp. xvi, 219. L. 2,000.) 

Evans, W. D. Marketing uses of input-output data. Paper prepared for the Nat. Confer- 
ence of the Am. Marketing Assoc., Dec. 27, 1951. (Washington: Bur. of Lab. Statis- 
tics. 1951. Pp. 12.) 

Frasure, W. W. Longevity of manufacturing concerns in Allegheny County. (Pittsburgh: 
Univ. of Pittsburgh Press. 1952. Pp. xi, 226. $4.50.) 

“This is a study of manufacturing concerns which have lived seventy-five years 
or more in Allegheny County. Its purpose has been to determine some reasons for their 
long life. Thirty firms are emphasized which survived the period 1873-1947,” 

Gevier, M. A. Advertising at the crossroads—federal regulation vs. voluntary controls. 
(New York: Ronald Press. 1952. Pp. xi, 335. $5.) 

Advertising is at the crossroads, the author believes, because it is today “not only 
under sterner scrutiny by the various federal regulatory and judicial bodies but is 
also facing an ominous storm of public criticism because of certain abuses.” The 
book is an analysis of the problems confronting advertising, as well as a review of 
the development of different advertising media and of the regulatory powers exercised 
over them by different governmental agencies. 

Giutespig, C. Accounting procedure for standard costs. Rev. ed. (New York: Ronald 
Press, 1952. Pp. xix, 472. $7.50.) 

Goooman, M. C. and Ristow, W. W. Marketing maps of the United States—with an 
annotated bibliography. Rev. ed. (Washington: Supt. Docs. 1952. Pp. 100.) 

Heckert, J. P. and Wittson, J. D. Controllership—the work of the accounting executive. 
(New York: Ronald Press. 1952. Pp. xi, 645. $7.50.) 

Maywnarp, H. H. and Beckman, T. N. Principles of marketing. Sth ed. Revised by T. N. 
Beckman, assisted by W. R. Davidson. (New York: Ronald Press. 1952. Pp. xii, 792. 
$6.) 

The fourth edition (1946) was reviewed in this journal. In this new edition, “many 
of the sections and chapters have been reorganized and completely rewritten.” 

Murpny, M. E., editor. Selected readings in accounting and auditing—principles and 
problems. (New York: Prentice-Hall. 1952. Pp. x, 431. $3.95.) 

The purpose has been to provide “a comprehensive view of the development of ac- 
counting as a force in our economy.” Selections have been made from books and pro- 
fessional journals by a wide range of authors, foreign as well as American. 

Paton, W. A., assisted by W. A. Paton, Jr. Asset accounting—an intermediate course. 
(New York: Macmillan. 1952. Pp. xvii, 549. $5.) 

Puitups, C. F. and Duncan, D. J. Marketing—principles and methods. Rev. ed. (Chi- 
cago: Richard D. Irwin. 1952. Pp. xii, 728.) 

Three new chapters have been written: on merchandising or product development, 
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on selecting a channel of distribution, and on policies concerning physical supply. Other 
revisions have been made. 
Scumipt, L. A. and Bercstrom, W. N. Fundamental accounting. (Chicago: Richard D. 
Irwin. 1952. Pp. xii, 517. Text ed., $5.75.) 
A text intended for use in a full first-year accounting course. 
Vaite, R. S., GretHer, E. T. and Cox, R. Marketing in the American economy. (New 
York: Ronald Press. 1952. Pp. xviii, 737. $6.) 


Waite, W. W. Personnel administration. (New York: Ronald Press. 1952. Pp. x, 683. $7.) 


Amortization of defense facilities. (Chicago: Machinery and Allied Products Inst. 1952. 
Pp. 104. Apply.) 

Atti del convegno di studi sui costi di distribuzione—Milano, 1951. (Milan: Confederazione 
Generale Italiana del Commercio, Unione Commercianti della Provincia di Milano. 
1952. Pp. vii, 641.) 

Dupont—the autobiography of an American enterprise. The story of E. I. Du Pont de 
Nemours & Co., published in commemoration of the 150th anniversary of the founding 
of the Company on July 19, 1802. (New York: Charles Scribner’s Sons, distributor. 
1952. Pp. 138. $5.) 

Productivity report. Education for management. (London and New York: Anglo-American 
Council on Productivity. 1951. Pp. xii, 86. 4s., 6d.) 


Industrial Organization; Public Regulation of Business 


ARNALL, E. Statement on steel by the Director of Price Stabilization before the Senate 
Committee on Labor and Public Welfare, April 16, 1952, 82nd Cong., 2nd sess. (Wash- 
ington: Supt. Docs. 1952. Pp. 13.) 

Curnarp, M. B. The black market—a study of white collar crime. (New York: Rine- 
hart. 1952. Pp. xvii, 392. $5.) 

A study of black markets during World War II, with particular emphasis upon meat, 
gasoline, and rent. There is a discussion of the measures taken against black markets, 
of the enforceability of the regulations which gave rise to black markets, and of the 
various explanations offered with respect to the rise of black markets. 

pENEuMAN, A. M. The economic aspects of nationalization in Great Britain. (Cambridge, 
England: Students’ Bookshops, Ltd. 1952. Pp. 52. $1.50.) 

Essentially a study of the public corporations in the British nationalized industries: 
their primary functions (industry by industry—fuel, iron and steel, transport, etc.), 
and the procedures adopted for carrying out these functions (accounting, subsidization, 
pricing, disposal of surplus revenue, etc.). 

Dreector, A., editor. Defense, controls, and inflation. A conference sponsored by the Uni- 
versity of Chicago Law School. (Chicago: Univ. of Chicago Press. 1952. Pp. x, 342. 
$3.50.) 

Dovie, L. A. Economics of business enterprise. (New York: McGraw-Hill. 1952. Pp. 
xiii, 343. $5.) 

GarsraitH, J. K. A theory of price control. (Cambridge: Harvard Univ. Press. 1952. Pp. 
81.) 

Goopman, E. Forms of public control and ownership. (London: Christophers. 1951. Pp. 
142. 8s., 6d.) 

Hammonp, R. J. Food. Vol. I—The growth of policy. History of the second World War. 
U. K. civil ser. no. §. (London: H. M. Stat. Office. 1951. Pp. xii, 436. 25s.) 

Jones, R. The relative position of small business in the American economy since 1930. 
Abstract of a doctoral dissertation. (Washington: Catholic University of America 
Press. 1952. Pp. 35.) 
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Kaptan, A. D. H., editor. Taxation and business concentration. (Princeton: Tax Institute. 
1952. Pp. viii, 264. $5.) 

A symposium conducted by the Tax Institute, June 15-16, 1950, New York. Par- 
ticipants include J. K. Butters, H. M. Somers, and others. 

Leek, J. H. Government and labor in the United States. (New York: Rinehart. 1952. 
Pp. viii, 336. $3.) 

Menta, M. M. Combination movement in Indian industry—a study in the concentration 
of ownership, control and management in Indian industries. (Allahabad: Friends’ Book 
Depot. 1952. Pp. iii, 95. Rs. 418; paper, rs. 318.) 

Picton, G. Commercial agreements. The form and content of some agreements between 
firms. (Cambridge: Bowes and Bowes. 1952. Pp. 23. 3s., 6d.) 

ScurAmprer, W. H. Law in its application to business. Rev. ed. (New York: Rinehart. 
1952. Pp. xviii, 1093. $7.50.) 

Serr, Str H. Problems of decentralization in a large-scale undertaking. The organization 
of the Central Authority and Area Boards of the Electricity Supply Industry. (London: 
British Institute of Management. 1951. Pp. 47. 2s., 6d.) 

Senciet, J. J. Die preispolitik der Schweiz wahrend des ersten weltkrieges. Staatswissen- 
schaftliche stud. neue folge no. 5. (Berne: A. Francke. 1950. Pp. 298. Sw. fr. 18.) 

Wrnecarven, C. R. and Zetser, J. S. Projected manpower requirements and supply, 1952- 
1953. Manpower rept. no. 14. (Washington: Bur. of Lab. Statistics. 1952. Pp. 9.) 

The administration of public law 921, eighty-first Congress. Report of the Select Com- 
mittee on Small Business. Senate rept. no. 1459. (Washington: Supt. Docs. 1952. Pp. 30.) 

Aluminum supply. Hearing before the Senate Select Committee on Small Business, 82nd 
Cong., 2nd sess., on outlook for small aluminum fabricators, March 7, 1952. (Washing- 
ton: Supt. Docs. 1952. Pp. 101.) 

Defense manpower policy no. 4. Hearing before a subcommittee of the Senate Select 
Committee on Small Business, 82nd Cong., 2nd sess., on the implementation of Defense 
manpower policy no. 4, issued February 7, 1952, by the Director of Defense Mobilization 
and its impact on small business. (Washington: Supt. Docs. 1952. Pp. 39.) 

Defense mobilization—the shield against aggression, sixth quarterly report to the Presi- 
dent by the Director of Defense Mobilization, July 1, 1952. (Washington: Supt. Docs. 
1952. Pp. 51.) 

Defense Production Act amendments of 1952. Hearings before the Senate Committee on 
Banking and Currency, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 980.) 

Defense Production Act amendments of 1952. Pt. 3, Rent control. Hearings before the 
Senate Committee on Banking and Currency, 82nd Cong., 2nd sess. (Washington: Supt. 
Docs. 1952. Pp. 278.) 

The distribution of steel consumption, 1949-50. Report of the Federal Trade Commission 
to the Subcommittee on Monopoly of the Senate Select Committee on Small Business. 
(Washington: Supt. Docs. 1952. Pp. 20.) 

Ending price-wage controls. A statement by the Program Committee of the C.E.D. (New 
York : Committee for Econ. Develop. 1952. Pp. 15.) 

Government and industry. A survey of the relations between the government and pri- 
vately-owned industry. (London: Political and Economic Planning. 1952. Pp. vii, 224. 
21s.) 

Manpower. A series of studies of the composition and distribution of Britain’s labour- 
force. (London: Political and Economic Planning. 1951. Pp. ix, 102. 15s.) 

Manpower reports, 1950-1952. (Washington: Bur. of Labor Statistics. 1952.) 

Monopolistic practices and small business. Staff report to the Federal Trade Commission for 
the Subcommittee on Monopoly of the Senate Select Committee on Small Business. 
(Washington : Supt. Docs, 1952. Pp. 88). 
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Operating under CMP; problems ahead in production. Manufacturing management ser. 
no. 199. (New York: Am. Management Assoc. 1952. Pp. 31.) 

Report of the Subcommittee on Study of Monopoly Power of the House Committee on 
the Judiciary, 82nd Cong., Ist sess. House rept. no. 505. (Washington: Supt. Docs. 
1952. 2 pts.) 

Rubber program. Hearings before the Subcommittee on Rubber of the Senate Select Com- 
mittee on Small Business, 82nd Cong., 2nd sess., on the conduct of the rubber program, 
Mar. 27 and 28, 1952. (Washington: Supt. Docs. 1952. Pp. 47.) 

Small business participation in military procurement, no. 3. Hearings before a subcom- 
mittee of the Senate Select Committee on Small Business, 82nd Cong., 2nd sess., on 
plant expansion. (Washington: Supt. Docs. 1952.) 

Strength for the long run—fifth quarterly report to the President by the Director of De- 
fense Mobilization, Apr. 1, 1952. (Washington: Supt. Docs. 1952. Pp. 48.) 

Study of monopoly power. Hearings before the Antitrust Subcommittee of the House 
Committee on the Judiciary, 82nd Cong., 2nd sess., on resale price maintenance. (Wash- 
ington: Supt. Docs. 1952. Pp. 920.) 

Wage Stabilization Board recommendations in the steel dispute. Staff report to the Sub- 
committee on Labor and Labor-Management Relations of the Senate Committee on 
Labor and Public Welfare, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 6.) 


Public Utilities; Transportation; Communications 


Bicuam, T. C. and Rozerts, M. J. Tvansportation-—principles and problems. 2nd ed. (New 
York: McGraw-Hill. 1952. Pp. xvi, 710. $6.) 

A second edition of a book that first appeared in 1946. “In general, the amount of 
detailed, factual material has been reduced, in order to leave more space for the analysis 
of principles and problems.” 

Annual statistical report of the Rural Electrification Administration. (Washington: Supt. 
Docs. 1952. Pp. 123.) 

The Communications Act of 1934, with amendments and index thereto. Revised to Jan. 
1952. Federal Communications Commission. (Washington: Supt. Docs. 1952. Pp. 85.) 
Federal Aid Highway Act of 1952. Hearings before a subcommittee of the Senate Com- 
mittee on Public Works, 82nd Cong., 2nd sess., on S. 2437 and S. 2585, bills to amend 
and supplement the Act, to authorize appropriations for continuing construction of 

highways, and for other purposes. (Washington: Supt. Docs. 1952. Pp. 552.) 

Newsprint for tomorrow—report and conclusions of the Senate Select Committee on 
Small Business, 82nd Cong., 2nd sess. Senate rept. no. 1404. (Washington: Supt. Docs. 
1952. Pp. 239.) 

Railroads in the U.S.A. (general study). Tech. assistance mission no. 14. Rept. by a group 
of European experts. (Paris: Organisation for European Econ. Co-operation. 1951. 
Pp. 65.) 

Report on the national electric power situation for 1952, 1953, 1954. (Washington: De- 
fense Production Admin. Electric Power Advisory Committee. 1951. Pp. 18.) 

St. Lawrence seaway and power project. Hearings before the Senate Committee on Foreign 
Relations, 82nd. Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 872). 


Industry Studies 


ALLEN, E. L. Economics of American manufacturing. (New York: Henry Holt. 1952. Pp. 
ix, 566. $5.25.) 
Nineteen manufacturing industries are subjected to detailed descriptive treatment,: 
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SIXTY-FIFTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Conrad Hilton Hotel (formerly the Stevens Hotel), 
Chicago, Illinois, December 27-29, 1952 


Preliminary Announcement of the Program 


Editor's Note—Plans for the 1952 program are not at a stage to warrant publication 
of a time schedule, and there are still a number of gaps to be filled. The ultimate fitting 
of the sessions into a time schedule must await the preparation of the joint program 
which is printed for distribution by the Local Arrangements Committee. A provisional 
program will, as usual, be mailed to members when the election material is sent out 
about the first of November. 

The Executive Committee will meet at 10:00 a.m. on Saturday, December 27, and at 
6:30 p.m. on Monday, December 29. The annual business meeting of the Association 
will be held on Sunday, December 28 at 5:00 p.m. 

The following program sessions have been arranged: 


I. MONETARY POLICY 
Chairman: Joun H. WituiAMs, Harvard University 
Papers: Recent Developments in British Monetary Policy 
Harry JoHnson, King’s College, Cambridge 
Recent Developments in American Monetary Policy 
Henry C. Watticn, Yale University 
Recent Developments in Canadian Monetary Policy 
Maser F. University of Saskatchewan 


Discussion: Lioyp W. Mints, University of Chicago 
Hersert Stein, Committee for Economic Development 


. GOVERNMENTAL ECONOMIC ACTIVITY 


Chairman: ArtHur F. Burns, Columbia University 
Papers: Public Employment in the United States and Great Britain since 
1900 
Moses ABrAMoviTz, Stanford University 
Trends in Local and Federal Expenditures in the United States 
since 1900 
Lyte C. Fitcu, Middletown, Conn. 
Discussion: Ronatp H. Coase, University of Buffalo 
M. Stave Kenorick, Cornell University 
Tueopore C. Mesmer, Madison, Wisconsin 


. TECHNOLOGY 


Chairman: To be announced 
Papers: The Réle of Technology in Economic Theory 
E, Ayres, University of Texas 
Determinants of the Direction of Technological Change 
Brozen, Northwestern University 


Discussion: To be announced 
IV. ECONOMICS IN THE CURRICULA OF AGRICULTURAL COLLEGES IN 


CANADA AND THE UNITED STATES: Joint Session with the American 
Farm Economic Association 
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Chairman: Joun D. Brack, Harvard University 
Papers: Economics in the Curricula of Agricultural Colleges in Canada 
ANDREW Stewart, University of Alberta 
Economics in the Curricula of Agricultural Colleges in the United 
States 
T. K. Cowven, Michigan State College 
Discussion: W. M. DrumMonp, Ontario Agricultural College 


’, UNDERDEVELOPED COUNTRIES: THE THEORY AND PRACTICE OF 


TECHNICAL ASSISTANCE 


Chairman: To be announced 
Papers: Title to be announced 
G. E. Britnett, University of Saskatchewan 
Factors in the Economic Development of Ceylon 
P. T. Ettswortn, University of Wisconsin 
Discussion: Epwin P. Revsens, Cornell University 


‘I. THE LABOR MARKET UNDER LONG-RUN FULL EMPLOYMENT: Joint 


Session with the Industrial Relations Research Association 


Chairman: Gtapys Parmer, University of Pennsylvania 
Papers: Wage Behavior under Long-Run Full Employment 
A.sert E. Rees, University of Chicago 
Impact of Effective Demand on Effective Labor Supply 
CriarENcE D. Lone, Johns Hopkins University 
Discussion: Ricuarp A. Lester, Princeton University 
Cuartes A. Myers, Massachusetts Institute of Technology 


. SOCIOLOGY AND ECONOMIC SCIENCE 


Chairman: To be announced 
Papers: Social Value Theory and Economic Analysis 
JoserH J. SpeNGLER, Duke University 
Population Problem Envisaged in Terms of Parson's Conception 
of the Social System 
Manvet Gort its, Harvard University 
Some Implications of Modern Stratification Theory for Economic 
Analysis 
NELSON Foote, University of Chicago, and 
Paut K. Hatt, Northwestern University 
Discussion: To be announced 
DEVELOPMENT OF ECONOMIC THOUGHT 
Chairman: Frank H. Knicut, University of Chicago 
Papers: Patterns of Economic Thought 
Kar PripraM, Washington, D.C. 
The Development of the Concepts of Mechanism and Model in 
Physical and Economic Thought 
Grecor Sessa, University of Georgia 
Discussion: To be announced 


¢. TRANSPORTATION OF ECONOMIC ENERGY 


Chairman: To be announced 
Papers: Interregional Commodity Flows 
Wa ter Isarv, Harvard University 
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Analysis of the Fuel and Power Situation in Canada 
Joun Dates, McGill University 
Discussion: To be announced 
X. THE THEORY OF INCOME DISTRIBUTION 
Chairman: Luoyp G. Reynoxps, Yale University 
Papers: The Fruits of Progress and the Dynamics of Distribution 
KennetH E. Boutprnc, University of Michigan 
Significance and Limitations of Contemporary Distribution Theory 
J. Yale University 
Discussion: Haroitp M. Levinson, University of Michigan 
Epwarp C. Bupp, Yale University 


XI. THE PRINCIPLES AND FACTORS INFLUENCING MANAGERIAL DE- 
CISIONS IN INDUSTRIAL RELATIONS: Joint Session with the Industrial 
Relations Research Association 

Chairman: To be announced 
Papers: Changing Assumptions in the Theory of the Firm 

To be announced 

Pressures on Company Decision-Making in Industrial Relations 

To be announced 

Discussion: To be announced 
(This session is being arranged and the papers will be published by 
the I.R.R.A.) 


XII. A STOCK TAKING OF BRETTON WOODS OBJECTIVES 
Chairman: Howarp S. University of California 
Papers: United States Foreign Trade Policy 


Wiicox, Swarthmore College 
Prospects of Liberal Trade Policy in Other Major Trading Nations 
WitutaM A. Brown, Jr., The Brookings Institution 
International Monetary Arrangements 
Gorttrriep HABERLER, Harvard University 
Discussion: To be announced. 


RECENT DEVELOPMENTS IN MATHEMATICAL ECONOMICS AND 
ECONOMETRICS: AN EXPOSITORY SESSION: Joint session with the 
Econometric Society 

Chairman: To be announced 

Papers: What Has Happened to the Theory of Games? 

Leo Hurwicz, University of Minnesota 
Linear Programming 
To be announced 
Cardinal Utility 
Rosert H. Strotz, Northwestern University 
Discussion: To be announced 


. THE UNITED STATES DEMAND FOR IMPORTS: Joint session with the 
Econometric Society 
Chairman: To be announced 
Papers: The United States Demand for Imports 
Hans Netsser, New School for Social Research 
Post-War Fluctuations in United States Imports 
Arnotp Harsercer, Johns Hopkins University 


Discussion: To be announced 
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XV. RESEARCH 


Chairman: Simeon E. Levanp, Northwestern University 
Papers: Some Contemporary Tendencies in Economic Research é 
Bernarp F. Hatey, Stanford University 
Economic Research in Relation to Public Policy 
Rosert D. Carxins, The Brookings Institution 
Critical Review of the Course of Economic Research 
To be announced 


Discussion: To be announced 


ECONOMIC HISTORY, CANADA AND THE UNITED STATES 
To be announced 


DISTRIBUTION OF GOVERNMENT BURDENS AND BENEFITS 
session with the American Statistical Association 


Chairman: Simeon E. Letanp, Northwestern University 
Papers: The Theory of Tax Distribution 
Ricwarp A, Muscrave, University of Michigan 
Government Burdens and Benefits by Income Classes 
Rurvs S. Tucker, General Motors Corporation 
Discussion: Harotp M. Groves, University of Wisconsin 
Eart R. Rotpnu, University of California 
Ricuarp B. Goove, Washington, D.C. 

The following additional sessions are in the planning stage and will appear as part of our 
program but with no commitment that the papers will be published in the Papers and 
Proceedings: 

XVIII and XIX. Two sessions—one on transportation and one on public utilities—being 

arranged by W. H. S. Stevens. 

XX. A session—on waybill analysis—being arranged jointly by the transportation and 

public utility groups, the American Statistical Association, and the American Market- 
ing Association. 


Unitep States GOVERNMENT FELLOWSHIP AWARDS 


The Conference Board of Associated Research Councils, Committee on International 
Exchange of Persons, has announced the 1953-54 competition for awards under the Ful- 
bright Act for university lecturing and post-doctoral research. Included in this competi- 
tion are awards for Austria, Belgium and Luxembourg, Denmark, Egypt, France, Greece, 
Iraq, Italy, the Netherlands, Norway, Turkey, the United Kingdom and Colonial Depend- 
encies. Also announced at this time are awards for 1953-54 in Japan, Pakistan, and the 
Union of South Africa. Applications must be submitted by October 15, 1952. Requests 
for detailed announcements and application forms should be addressed to the Conference 
Board of Associated Research Councils, Committee on International Exchange of Persons, 
2101 Constitution Avenue, Washington 25, D.C. 


The United States Office of Education, in cooperation with the Department of State, 
announces the availability of fellowships to United States graduate students as provided 
under the Convention for the Promotion of Inter-American Cultural Relations. Graduate 
students desirous of making application should write to the International Educational 
Programs Branch, U. S. Office of Education, Federal Security Agency, Washington 25 D.C. 


Economics ABSTRACTS 


The Library of the Economic Information Service of the Netherlands Ministry of 
Economic Affairs prepares abstracts, of from 50 to 150 words each, of books, periodical 
articles, pamphlets and government documents in the social sciences, including economi¢ 
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theory, labor economics, money and banking, etc. About 18,000 summaries annually are 
prepared from about 2,000 foreign and domestic periodicals; and about 2,400 books are 
abstracted each year. The abstracts are published in the form of documentary cards. Titles 
are given in the original language, transliterated in the case of non-Latin alphabets. Ab- 
stracts are in the original language in the case of English, French, German and Dutch 
publications; otherwise they are in the Dutch language. Subscribers may either take a 
general subscription or select one or more subdivisions of the subjects covered. Address: 
Bibliotheek, Economische Voorlichtingsdienst, Ministerie van Economische Zaken, The 
Hague, Netherlands. 


MATERIALS ON Price CONTROL 


In response to numerous requests, the Office of Price Stabilization has collected certain 
basic materials concerning its activities and policies which would be of special interest to 
economists, particularly college and university teachers. These materials include an 
analytical report on the first year’s operation of the agency, statements of basic policies 
and standards, and a few significant statements by the director or other agency officials. 
From time to time other new materials of particular interest to economists will be selected. 

The Office of Price Stabilization is not permitted to supply these materials except upon 
request. Any economist who wishes to be placed on the mailing list for such materials 
should address a postcard or letter to the Economic Advisor, Office of Price Stabilization, 
Temporary “E” Building, Washington 25, D.C. 


Deaths 


George B. Louis Arner died April 20, 1952. 

George G. Groat, of the University of Vermont, died September 10, 1951. 
Samuel F. Houston died May 2, 1952. 

William T. Jackman, of Toronto, Canada, died November 8, 1951. 

Gabriel A. D. Preinreich, of Coytesville, N.J., died April 17, 1951. 

Carl Johnson Ratzlaff, of Arlington, Va., died March 22, 1951. 


Erratum 


Owing to a mistaken report the name of Ralph G. Ledley appeared in the list of death 
notices published in the June number of the Review. This is a regrettable error for which 
apology is due to Dr. Ledley. 


Appointments and Resignations 


Gardner Ackley has resumed teaching at the University of Michigan after serving as 
economic adviser to the administrator of the Economic Stabilization Agency. 

Robert J. Agnew has returned to the University of Pittsburgh as assistant professor of 
industry in the School of Business Administration. 

Armen A. Alchian has been promoted to associate professor of economics at the Uni- 
versity of California, Los Angeles. 

William R. Allen, formerly of Washington University, St. Louis, has joined the faculty 
of the University of California at Los Angeles as lecturer in economics. 

Anthanassios Anastassiades has been appointed instructor in economics in the School 
of Business Administration of the University of Pittsburgh. 

John W. Anderson has been appointed assistant professor of accounting in the College 
of Business Administration of the University of Georgia. 

William H. Anderson has been promoted from associate professor to professor of 
economics at the University of Southern California. 

Rosemary M. Arnold has been appointed instructor in economics at Barnard College. 

John S. Atlee has been appointed instructor in economics at Denison University. 
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Edward C. Atwood, Jr., has resigned as instructor in economics at Denison University 
to accept an appointment as assistant professor of economics at Washington and Lee Uni- 
versity. 

Ellis T. Austin, of Michigan State College, has been appointed assistant professor of 
economics at the University of Idaho. 

Marvin A. Bacon is now division economist in the Forest Products Division of the Office 
of Price Stabilization, Washington, D.C. 

Robert E. Baldwin has been appointed assistant professor of economics at Harvard 
University. 

Howard L. Balsley, of Russell Sage College, has accepted an appointment as associate 
professor of commerce at Washington and Lee University. 

James M. Barr, III, has resigned as instructor in commercial law at the University of 
Virginia. 

Charles W. Bastable, Jr., has been promoted to assistant professor of accounting in the 
Graduate School of Business of Columbia University. 

William J. Baumol has been promoted to associate professor of economics at Princeton 
University. 

R. L. Beatty has been appointed instructor in statistics and business — associate in 
the School of Business of the University of South Dakota. 

Jack N. Behrman, of Princeton University, has been appointed associate professor of 
economics and political science at Washington and Lee University. 

George Biglow has joined the staff of the University of Florida as instructor in marketing. 

Donald F. Blankerts has been promoted from associate professor to professor of 
marketing in the Wharton School of Finance and Commerce of the University of Penn- 
sylvania. 

Clark C. Bloom has been promoted to associate professor of economics in the College 
of Commerce, State University of Iowa. 

James C. Bonbright, of the department of economics and the Gudute School of Business 
of Columbia University, lectured at the London School of Economics in May, 1952. 

Thomas R. Bossort, Jr., has been promoted to assistant professor of management in the 
School of Business of Indiana University. 

Buford Brandis, of Emory University, has accepted a position as economist in the re- 
search department of the U. S. Chamber of Commerce. 

William F. Bristol has retired to part-time teaching in the department of marketing of 
the College of Commerce of State University of Iowa. 

Wayne Broehl has been appointed lecturer in management in the School of Business, 
Indiana University. 

Martin Bronfenbrenner has returned to the University of Wisconsin after a semester 
leave of absence at the ECAFE headquarters in Bangkok, Thailand, and summer teaching 
at Doshisha University, Kyoto, Japan. 

William E. Brown has accepted a teaching position on the staff of the commerce and 
economics department at the University of Vermont. 

Jesse V. Burkhead is on leave from Syracuse University in the current year to work 
in the Fiscal Division of the United Nations. 

Arthur F. Burns, of Columbia University, was awarded a Doctor of Laws degree by 
Lehigh University in June, 1952. 

John Buttrick has been awarded a Ford Foundation fellowship and has been granted 
leave from Northwestern University for the current year. 

Robert D. Calkins resigned from the directorship of the General Education Board on 
July 1, 1952 to become president of the Brookings Institution, succeeding Dr. Harold G. 
Moulton. 

Rondo FE. Cameron, formerly of Yale University, has been appointed assistant professor 
of economics and history at the University of Wisconsin. 
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Robert Campbell, of the University of Illinois, has accepted an appointment as assistant 
professor of economics at the University of Oregon. 

Thomas C. Campbell has been promoted from assistant professor to associate professor 
of economics at West Virginia University. 

Albert B. Carson has been promoted to associate professor of accounting in the School 
of Business Administration, University of California at Los Angeles. 

Philip W. Cartwright has been promoted to associate professor of economics at the 
University of Washington. 

Alan R. Cerf has been appointed instructor in economics at Stanford University. 

Gordon J. Chapman has been appointed assistant professor of marketing in the School 
of Business, Indiana University. 

Hollis B. Chenery has been appointed assistant professor of economics at Stanford 
University. 

G. B. Clark, of Ohio State University, has been appointed assistant professor of market- 
ing at the University of Tennessee. 

J. M. Clark is a member of a panel appointed by the Bureau of Reclamation to make 
a report on methods of measuring indirect benefits and costs of government water-use 
projects. 

John C. Clendenin has been promoted from associate professor to professor of finance 
in the School of Business Administration of the University of California at Los Angeles. 

Robert Clower has been appointed assistant professor of economics at Washington State 
College. 

Raymond W. Coleman has been appointed dean of the recently organized College of 
Commerce at West Virginia University. 

Robert Collier, formerly of the University of Washington, has joined the faculty of 
Occidental College as assistant professor of economics. 

John Condlifie was given leave from the University of California, Berkeley for two 
months last year to go to the Middle East as a member of a Ford Foundation mission. 

Lorne D. Cook has been appointed instructor in economics at the University of Michigan. 

Frank G. Coolsen has been appointed associate professor of marketing in the College of 
Commerce of the University of Kentucky. 

George W. Crist is professor of insurance at the University of Florida. 

Charles E. Crouch has been promoted from associate professor to professor of account- 
ing and business administration at Vanderbilt University. 

Ernest Dale served as Columbia University professor in economics and management at 
the Free University of Berlin and gave lectures at the Salzburg Seminar in American 
Studies in Austria during the past summer. 

Karl deSchweinitz has been awarded a Ford Foundation fellowship and has been given 
leave from Northwestern University during the coming year. 

Albert E. Dickens is presently in the real estate and investment business in Tangier, 
Morocco. 

David L. Dodd has resigned as associate dean of the Graduate School of Business, 
Columbia University, to resume full-time teaching as professor of finance. 

Evsey D. Domar, of Johns Hopkins University, is going to spend the current academic 
year at Oxford University as a Fulbright lecturer. 

Robert Dorfman has been promoted to associate professor of economics at the University 
of California, Berkeley. 

Douglas D. Drysdale has been appointed instructor in commercial law at the University 
of Virginia. 

Edgar O. Edwards has been appointed assistant professor of economics at Princeton 
University. 
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C. W. Ehlers, formerly of the University of Indiana, is now assistant professor of 
marketing at the University of Florida. 

Robert S. Einzig has resigned from the University of Michigan to accept a position 
with the Federal Reserve Bank of San Francisco. 

Walter L. Eisenberg has been named associate director of the Second Regional Wage 
Stabilization Board, New York. 

Robert Eisner, of the University of Illinois, has joined the faculty of Northwestern 
University as assistant professor of economics. 

Curtis M. Elliott has been promoted from associate professor to professor of economics 
and insurance in the College of Business Administration of the University of Nebraska. 

Paul W. Ellis, formerly of the University of Oregon, has become assistant legislative 
auditor for the State of Washington. 

Paul T. Ellsworth has returned to teaching duties at the University of Wisconsin after 
having served a year as special adviser to the International Bank for Reconstruction and 
Development. 

William C. Emory has been promoted to associate professor of marketing at the Uni- 
versity of Florida. 

Frank Farnsworth has been promoted to associate professor of economics at Colgate 
University. 

Lloyd M. Faust has resigned from the School of Business of the University of Kansas 
to accept a position in the Commerce Trust Company, Kansas City. 

Rendigs Fels has been promoted from assistant professor to professor of economics at 
Vanderbilt University. 

Robert B. Fetter has been promoted to assistant professor of management in the School 
of Business, Indiana University. 

Leo Fishman has been promoted from associate professor to professor of economics 
and finance at West Virginia University. 

J. Marcus Fleming, of Columbia University, was in England and on the Continent, in 
connection with a study of regional economic integration, during the past summer, He 
served, for part of the summer, as alternate delegate at the Economic and Social Council 
of the United Nations. 

Robben W. Fleming has resigned from the University of Wisconsin to become director of 
the Industrial Relations Center at the University of Illinois. 

Joe S. Floyd, Jr., has been promoted to associate professor of finance at the University 
of Florida. 

Robert R. France has been appointed lecturer in the department of economics and 
social institutions of Princeton University. 

Robert Freedman, of Colgate University, is director of the Economics Study Group in 
Knoxville, Tennessee, in the current term. 

Gilbert L. Gifford has resigned from the University of Tennessee to be head of the de- 
partment of transportation, traffic and public utilities in the Atlanta Division of the Uni- 
versity of Georgia. 

James M. Gillies has been promoted from lecturer to assistant professor of real estate 
and land economics in the School of Business Administration of the University of California 
at Los Angeles. 

Eli Ginzberg has been promoted to professor of economics in the Graduate School of 
Business of Columbia University. 

Meredith B. Givens, who recently served as technical adviser to the Philippine govern- 
ment on labor statistics and related problems, is now chairman of the Panel on Man- 
power, Committee on Human Resources of the Research and Development Board, Depart- 
ment of Defense. 
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Kalman Goldberg, formerly of the department of economics of Cornell University, has 
been appointed assistant professor of economics at Bradley University. 

Benjamin Graham is guest professor of finance at the Columbia University Graduate 
School of Business. 

Richard A. Graves has retired from teaching at the University of Minnesota. 

Edward Green, formerly of Georgetown College, has accepted an appointment with the 
University of Kentucky Bureau of Business Research. 

Julius Grodinsky has been promoted to professor of finance at the Wharton School of 
Commerce and Finance of the University of Pennsylvania. 

Morton Grossman has been granted a leave from Washington State College to accept a 
lord Foundation fellowship for study in the field of international economics. 

Geza B. Grosschmid has been promoted to the rank of associate professor of economics 
at Duquesne University. 

John G. Gurley has been appointed assistant professor of economics at Princeton Uni- 
versity. 

Gordon M. Haferbecker has been granted a year’s leave of absence from the Wisconsin 
State College to accept an appointment as visiting lecturer in the department of economics 
of the University of Wisconsin. 

William Hamburger has been appointed instructor in economics at Stanford University. 

Rector R. Hardin has been appointed professor of economics in the College of Business 
Administration of the University of Georgia. 

Ralph F. Harris has been appointed assistant professor of economics at Stanford Uni- 
versity. 

Robert O. Harvey, assistant professor of real estate in the School of Business, Indiana 
University, has been given a year’s leave to serve as a lecturer at the University of Cali- 
fornia, Berkeley. 

Hugh K. Hawk, formerly of Washington and Lee University, has accepted a position 
with the Office of Price Stabilization in Richmond, Virginia. 

H. Gordon Hayes has retired from the Ohio State University to accept the chairmanship 
of the department of economics in the Graduate School, Tulane University. 

Rolf Hayn has been appointed assistant professor of economics at Washington State 
College. 

W. W. Haynes has been promoted to associate professor of economics at the University 
of Kentucky. 

Walter Heim has been appointed assistant professor of accounting in the School of 
Business Administration, University of Pittsburgh. 

Oscar E. Heskin, of the University of Florida, is now on special assignment with the 
Department of State in Karachi, Pakistan. 

Bert Hickman, research associate at the National Bureau of Economic Research, has 
been appointed assistant professor of economics at Northwestern University. 

George H. Hildebrand, of the University of California at Los Angeles, has received a 
Fulbright award for research in Italy during 1952-53. 

Franklyn D. Holzman has been appointed assistant professor of economics at the Uni- 
versity of Washington. 

Frederick F. Horn has been promoted to assistant professor of accounting in the Graduate 
School of Business of Columbia University. 

Charles Horngren has been appointed instructor in accounting in the School of Business 
of the University of Chicago. 

Howell A. Inghram has been promoted to professor of accounting in the Graduate 
School of Business of Columbia University. 
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Carl Iversen, of the University of Copenhagen, was visiting professor at the University 
of Washington, under Fulbright arrangements, in the spring quarter of 1952. 

Charles E. Johnson, of the University of California, Berkeley, has accepted a position as 
associate professor in the School of Business Administration at the University of Oregon. 

Eliot Jones has retired from active teaching and is now professor emeritus, department 
of economics, Stanford University. 

K. William Kapp, of Brooklyn College, has received a Ford Foundation fellowship 
award. 

E. Gordon Keith has been promoted to professor of finance in the Wharton School of 
Commerce and Finance, University of Pennsylvania. 

Frederick G. Kempin, Jr., has been promoted from instructor to assistant professor of 
business law in the Wharton School of Commerce and Finance, University of Pennsylvania. 

Walter Kennon has been appointed instructor in business administration in the School 
of Business of the University of Chicago. 

Richard deR. Kip has been promoted from instructor to assistant professor of insurance 
in the Wharton School of Commerce and Finance, University of Pennsylvania. 


Paul Kircher, of the University of Chicago School of Business, has been appointed 
assistant professor of accounting in the School of Business Administration of the Uni- 
versity of California, Los Angeles for the academic year 1952-53. 

Oswald Knauth is guest professor of marketing in the Graduate School of Business of 
Columbia University. 

Edward J. Kuntz has been appointed assistant dean in the School of Business, Indiana 
University. 

Robert G. Layer has been appointed assistant professor of economics at the A & M 
College of Texas. 


James H. Lemly, of Indiana University, has been appointed assistant professor of 
economics in the College of Business Administration of the University of Georgia. 


James W. Leonard, of Indiana University, has been appointed assistant professor of 
finance at the University of Illinois. 

Samuel M. Loescher has been granted leave from Indiana University this year to accept 
an assignment in the Bureau of Industrial Economics of the Federal Trade Commission. 

Thomas J. Luck has been promoted to associate professor of labor economics at the 
University of Florida. 

Ossian R. MacKenzie has been appointed assistant dean of the Graduate School of 
Business of Columbia University. 

Harry Malisoff has been appointed assistant professor of economics at Brooklyn College. 

Cho-ting Mao has been appointed instructor in economics at the College of Wooster. 

Edward Marcus has been appointed assistant professor of economics at Brooklyn 
College. 

Julius Margolis has been appointed research associate and acting assistant professor of 
economics at Stanford University. 


Jesse W. Markham has been promoted from assistant professor to associate professor 
in the department of economics of Vanderbilt University. 

David D. Martin has been appointed instructor in economics at Washington University, 
St. Louis. 

Milton P. Matthews has been promoted from instructor to assistant professor of market- 
ing at the University of Utah. 

Lester B. McAllister, Jr., formerly a Carnegie fellow in economics at the University of 
Oregon, has been appointed to the Oregon State College economics staff. " 


David A. McCabe became Joseph Douglas Green, Class of 1895, professor of economics 
emeritus, Princeton University, in June 1952. 
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Kenneth H. McCartney has returned to the University of Minnesota as instructor in 
economics. 

Dan McGill has been appointed associate professor of insurance in the Wharton School 
of Commerce and Finance, University of Pennsylvania. 

James W. McKie has been appointed assistant professer of economics at Harvard Uni- 
versity. 

Marvin McKneely has been appointed instructor in business administration in the School 
of Business Administration of Emory University. 

R. Merrill Mikesell has been promoted from associate professor to professor of ac- 
counting in the School of Business of Indiana University. 

Jerome W. Milliman has been appointed assistant professor of economics at Florida 
State University. 

Robert B. Mitchell has been promoted from associate professor to professor of account- 
ing in the Wharton School of Commerce and Finance, University of Pennsylvania. 

Chester A. Morgan has joined the staff of the department of labor and industrial man- 
agement of the College of Commerce, State University of Iowa, as an assistant professor. 

Theodore Morgan, of the University of Wisconsin, has been given an extension of his 
leave of absence to continue service as economic adviser to the Central Bank of Ceylon. 


Irving A. Morrissett, Jr., has resigned as lecturer in economics at the University of 
California, Berkeley, to accept a fellowship in economics. 

Bruce D. Mudgett has retired from active teaching at the University of Minnesota and 
is now living in Orford, New Hampshire. 

Frank H. Mulling has been appointed instructor in accounting in the College of Busi- 
ness Administration of the University of Georgia. 

Will S. Myers has been named research associate in the Bureau of Business Research 


of the College of Commerce, University of Kentucky. 

Herbert E. Newman has been promoted from associate professor to professor of 
economics and business administration at the University of Delaware. 

Edmund A, Nightingale has been promoted from associate professor to professor of 
economics and transportation at the University of Minnesota. 

Howard K. Nixon has been promoted to professor of advertising in the Graduate 
School of Business of Columbia University. 

Frank E. Norton, Jr., has been promoted from lecturer to assistant professor of business 
economics in the School of Business Administration of the University of California at Los 
Angeles. 

Clinton Oakes has been promoted from instructor to assistant professor of marketing 
at the University of Utah. 

Cyril O'Donnell has been promoted from lecturer to associate professor of business 
administration in the School of Business Administration of the University of California 
at Los Angeles. 

Charles Off, formerly of the University of Bridgeport, has been appointed industrial 
coordinator at the New Haven Y.M.C.A. Junior College. 

Herman F, Otte has been promoted to professor of economic geography in the Graduate 
School of Business of Columbia University. 

S. F. Otteson has been promoted from associate professor to professor of marketing 
in the School of Business of Indiana University. 

Frederick Ottman has been promoted to assistant professor of statistics in the depart- 
ment of economics of the School of Commerce of New York University. 

Glen D. Overman, of Indiana University, has been appointed dean of the School of 
Business of Oklahoma City University. 
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J. M. Owen has been promoted to assistant professor of accounting at Louisiana State 
University. 

John Pagani, of Stanford University, has been appointed associate professor of economics 
in the School of Business Administration of the University of Utah. 

Andreas G. Papandreou has been awarded a three-year faculty research fellowship by 
the Social Science Research Council. 

Kenneth Parsons, of the University of Wisconsin, was in India during the past summer 
serving as consultant for the Point Four program of the State Department. 

Harold C. Passer has resigned from Princeton University to accept a position as 
economist at the Eastman Kodak Company. 

James P. Payne has been promoted to associate professor of economics at Louisiana 
State University. 

George S. Peck has been appointed assistant professor in the department of general 
business administration in the College of Commerce of the State University of Iowa. 


Orme W. Phelps has resigned as public member and vice-chairman of the regional Wage 
Stabilization Board in San Francisco to return to full-time teaching at Claremont Men’s 
College. 

Chester A. Phillips, dean emeritus and professor of banking, has retired to part-time 
teaching in the College of Commerce of the State University of Iowa. 


Otto Pollak has been promoted from assistant professor to associate professor in the 
Wharton School of Commerce and Finance of the University of Pennsylvania. 


Arthur M. Prinz has been promoted from assistant professor to associate professor of 
economics at Dickinson College. 


Karl G. Rahdert, formerly of Indiana University, has accepted an appointment as 
assistant professor of management at the Ohio State University. 


Jewel Rassmussen has been promoted from associate professor to professor of economics 
at the University of Utah. 

Elizabeth B. Raushenbush has been promoted to part-time lecturer with the rank of 
associate professor in the department of economics of the University of Wisconsin. 

Reed C. Richardson has been promoted from instructor to assistant professor of man- 
agement at the University of Utah. 

Newton Y. Robinson has been appointed instructor in economics at Bowdoin College. 

Charles E. Rollins has been appointed acting instructor and research associate in the 
department of economics at Stanford University. 

Earl R. Rolph is on leave from the University of California, Berkeley, to work on 
government debt problems at the National Bureau of Economic Research. 

John H. Roseboom, on leave from Indiana University, is in the Quality Control Divi- 
sion at Wright-Patterson Air Force Base, Dayton, Ohio. 

Gideon Rosenbluth has been appointed assistant professor of economics at Stanford 
University. 

Marvin Rozen, of the University of Washington, has been appointed lecturer in eco- 
nomics at the University of California, Berkeley. - 

Owen H. Sauerlender, formerly of the University of Illinois, has joined the faculty of 
of the University of Minnesota as instructor in economics /and statistics. 

George Sause has been promoted to assistant professor of economics at Lafayette College. 

Howard G. Schaller, of Duke University, has been appointed assistant professor of 
economics at the University of Tennessee. 

Carlo Sciffo has been appointed instructor in economics in the School of Business Ad- 
ministration of the University of Pittsburgh. 

Ralston D. Scott has been appointed professor of economics and business administra- 
tion and chairman of the department at Otterbein College, Westerville, Ohio. 
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Warren C. Scoville has been promoted to professor of economics at the University of 
California at Los Angeles. 

Joel Segall has been appointed instructor in finance in the School of Business of the 
University of Chicago. 

Richard Selden has been appointed assistant professor of economics at Vanderbilt 
University. 

Francis J. Shannon has resigned from the University of Kentucky Bureau of Business 
Research to join the research staff of the Kentucky Department of Revenue. 

Eli Shapiro has resigned from the School of Business of the University of Chicago to 
accept an appointment as professor of finance at Massachusetts Institute of Technology. 

Gordon Shillinglaw is now associated with the firm of Joel Dean Associates. 

Emile B. Skraly has accepted a position as senior economist with the New York State 
Department of Labor, Division of Placement and Unemployment Insurance. 

David W. Slater has resigned from Stanford University to accept an appointment as 
assistant professor of economics at Queen’s College, Kingston, Ontario. 

Spencer M. Smith, Jr., has been granted a leave of absence from the University of 
Minnesota to serve as chief division economist of the Food and Restaurant Division of 
the Office of Price Stabilization in Washington, D.C. 

J. Douglas Snider has been promoted to associate director of the Indiana University 
Bureau of Personnel Relations and Placement. 

Joseph J. Spengler, of Duke University, conducted a seminar in American Industrial 
Relations at the University of Kyoto, Japan, in the past summer. 

George J. Staubus has resigned from the School of Business of the University of Chi- 
cago to become acting assistant professor of accounting at the University of California, 
Berkeley. 

Thomas A. Staudt has resigned from Indiana University to accept an appointment as 
assistant professor of marketing at the Massachusetts Institute of Technology. 

David Steine has been appointed assistant professor in the department of economics 
and business administration at Vanderbilt University. 

Claude W. Stimson has been promoted to associate professor of business law in the 
School of Business Administration of the University of California at Los Angeles. 


Wolfgang F. Stolper, of the University of Michigan, was visiting professor of economics 
at the University of Zurich during the second semester and summer of 1952. 


Daniel B. Suits is on leave from the University of Michigan in the current academic 
year to serve as research associate with the National Bureau of Economic Research. 


Daniel L. Sweeney has been appointed assistant professor of accounting in the College 
of Commerce of the State University of Iowa. 


Rhae M. Swisher, Jr., has been promoted to assistant professor of business law in the 
School of Business of Indiana University. 


Paul S. Taylor has been appointed chairman of the department of economics at the 
University of California, Berkeley. 

Ordway Tead is guest professor of industrial relations in the Graduate School of Busi- 
ness of Columbia University. 


Lionel Thatcher, of the University of Maryland, has accepted an appointment as pro- 
fessor of economics and commerce at the University of Wisconsin. 


Douglas N. Thompson has been promoted from instructor to assistant professor of 
banking and finance at the University of Utah. 


James H. Thompson has been promoted from assistant professor to associate professor 
of economics at West Virginia University. 


William O. Thweatt has been reappointed chairman of the economics department of 
the American University of Beirut for the current academic year. 
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George P. Torrence has been' appointed professor of business administration at the 
School of Business Administration of Emory University. 

R. W. Travis, of the University of Indiana, has joined the staff of the University of 
Florida as assistant professor of real estate. 

Paul B. Trescott has been appointed instructor in economics at Princeton University. 

Henry R. Trumbower has become emeritus professor of economics at the University 
of Wisconsin. 

Marvin Tummins has been promoted to assistant professor of accounting at Louisiana 
State University. 

Robert C. Turner has been appointed a member of the Council of Economic Advisers 
to the President. He is professor of business administration at Indiana University and will 
return to Indiana periodically during the fall semester to conduct a graduate seminar. 

Richard A. Tybout has been appointed instructor in economics and research associate 
in the Institute of Public Administration of the University of Michigan. 

Lloyd Ulman has been promoted to associate professor of economics and industrial 
relations at the University of Minnesota. 

George Umemura has been promoted from instructor to assistant professor of market- 
ing in the School of Business of Indiana University. 

Donald H. Voss, of Princeton University, has joined the teaching staff of Bucknell 
University. 

Charles J. Walsh has been advanced to associate professor of economics in the Graduate 
School of Arts and Sciences, Fordham University. 

Arthur E. Warner has been named assistant director of the Bureau of Business Research 
in the School of Business of Indiana University. 

Louis A. Werbaneth, Jr., has been appointed instructor in accounting in the School 
of Business Administration of the University of Pittsburgh. 

Irving Weschler has been promoted to assistant professor of personnel management and 
industrial relations in the School of Business administration of the University of Cali- 
fornia at Los Angeles. 

C. Arthur Williams, formerly of the University of Buffalo, has joined the faculty of 
the University of Minnesota as assistant professor of economics and insurance. 

Edgar G. Williams has been promoted to assistant professor of management in the 
School of Business of Indiana University. 

Ernest W. Williams, Jr., has been promoted to associate professor of transportation in 
the Graduate School of Business, Columbia University. 

J. W. Wiley has been promoted from assistant professor to associate professor of 
economics at Purdue University. 

H. Lawrence Wilsey has transferred from the Mutual Security Agency's Special Mission 
to Norway to its Special Technical and Economic Mission to the Philippines where he 
is program analyst. 

Willis J. Winn has been promoted from instructor to assistant professor of finance in 
the Wharton School of Commerce and Finance of the University of Pennsylvania. 

Norman J. Wood has been appointed instructor in economics at the University of 
Tennessee. 

Porter S. Wood has been appointed assistant professor of accounting in the College of 
Business Administration of the University of Georgia. 

Max A. Woodbury has been appointed associate professor of statistics in the Wharton 
School of Commerce and Finance of the University of Pennsylvania. 

Richard S. Woods has been promoted to assistant professor of accounting in the 
Wharton School of Commerce and Finance of the University of Pennsylvania. 

Edwin Young has been promoted from assistant professor to associate professor of 
economics at the University of Wisconsin. 

Elmer Young has been promoted to associate professor of accounting at the Univer- 
sity of Utah. 


FORTY-NINTH LIST OF DOCTORAL DISSERTATIONS IN 
POLITICAL ECONOMY IN PROGRESS IN AMERICAN 
UNIVERSITIES AND COLLEGES 


The first list of this kind was dated January 1, 1904, and was sent to all members, but 
not regularly bound in the publications. A notation as to the earlier lists, extending from 
1905 to 1927, may be found in the Review for September, 1927, page 574. Annual lists 
thereafter are to be found in the September number of the Review for each year. 

The present list specifies doctoral degrees conferred, doctoral dissertations completed and 
accepted by the various universities, and the theses still in preparation. The last date given 
is the probable date of completion. 

The list represents the status of the several theses on June 15, 1952, except for a few 
items later reported as completed. 


Economic Theory; General Economics 
Degrees Conferred 


Epwarp Ames, Ph.D., Harvard, 1952. Induction and probability theories in economics. 

Georce K. Brinecar, Ph.D., Chicago, 1952. Short-run income-expenditure relationships. 

Josep Croprsey, Ph.D., Columbia, 1952. Polity and economy; an interpretation of the 
principles of Adam Smith. 

Joun Cuinc-HAn Fel, Ph.D., Massachusetts Institute of Technology, 1952. Diagrammatic 
representation of some general equilibrium problems. 

Rev. Patrick W. Gearty, Ph.D., Catholic, 1953. Economic and social philesophy of 
Monsignor John A. Ryan. 

Howarp H. Greensaum, Ph.D., Columbia, 1952. Fund-flow analysis in economic research. 

Dante, Hamperc, Ph.D., Pennsylvania, 1952. Aspects of the theory of income growth. 

Henry J. Oxtrncer, Ph.D., Washington (St. Louis), 1952. Enterprise leadership in transi- 
tion. 

James W. Petersen, Ph.D., Syracuse, 1952. Short-run variations in the consumption 
ratio 

Ratew W. Provuts, Ph.D., North Carolina, 1952. The place of consumer's surplus in wel- 
fare economics. 

Ricwarp L. Porter, S.J., Ph.D., St. Louis, 1952. The specific and formal role of rationality 
in the Anglo-American tradition of economic thought. 

Reno C. Pretti, Ph.D., Georgetown, 1952. A critique of contemporary wage theory. 

Stoney Scnoerrier, Ph.D., New School for Social Research, 1952. A contribution to the 
theory of prediction in economics. 

Henry F. Scnoenseck, Ph.D., Nebraska, 1951. The economic views of James K. Polk 
as expressed in the course of his political career. 

Aww S. Scuwier, Ph.D., St. Louis, 1952. Pareto’s Manuel d’Economie Politique. 

Jacos A. Stocxriscu, Ph.D., Califorinia, 1952. Tax capitalization and related issues in 
capital theory. 

Rosert H. Srrotz, Ph.D., Chicago, 1950, Some problems in the pure theory of income 
redistribution: A study in welfare economics. 

F. Aurevia Toyer, Ph.D., New York, 1952. The economics of John Bates Clark. 

Grorce M. Umemura, D.CS. Indiana, 1952. The marketing concepts of the classical 
school. 


Theses in Preparation 
Epwarp C. Atwoop, Jr., B.A., Princeton, 1946; M.A.; 1950. The theory of the futures 
market. 1953. Princeton. 
James W. Beck, B.A., Southeast Missouri State, 1947; M.A., Iowa, 1948. A macro- 
economic approach to distribution theory. 1953. Jowa. 
Vinayak V. Buatt, B.A., Bombay, 1946; M.A., 1946; M.A., Harvard, 1950. Employment, 
capital formation and economic development. 1953. Harvard. 
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Mark Brave, B.A., Queens, 1950; M.A. Columbia, 1951. The decline of Ricardian 
economics. 1954. Columbia. 

Vincent F. Boland, B.A. Buffalo, 1941; Professor A. C. Pigou’s welfare economics. 1953. 
California (Los Angeles) 

Henry W. Brovpe, B.A., Antioch, 1949; M.A., Harvard, 1951. Capital goods industry 
in the structure of a national economy. 1953. Harvard. 

Ira C. Castres, B.S., Louisiana State, 1934; M.A., Columbia,; 1947. A study of eco- 
nomic ideas in North Carolina, 1760-1860. 1953. North Carolina. 

Atrrep W. Coats, B.Sc., London, 1948; M.Sc., 1950. A methodological appraisal of 
American economic thought since 1880. 1953. Johns Hopkins. 

Morris Conen, B.A., Pennsylvania, 1939; M.A., Pennsylvania State, 1941; M.P.A., 
Harvard. Postwar consumption function. 1952. Harvard. 

Rosert E. Dickerson, B.S., Georgetown, 1949; M.A., California (Los Angeles), 1952. 
An investigation of the concept of progress in economic doctrines from Bodin to 
Marshall. 1954. California (Los Angeles). 

Rev. Francis J. Donocuur, B.A., Boston, 1939; M.A., 1940; A.T.L., Weston, 1946. 
Economic and social policies of John C. Calhoun. 1953. Columbia. 

Ricuarp A, Easterutn, M.E., Stevens Institute of Technology, 1945; M.A., Pennsylvania, 
1949. Theories of economic growth. 1953. Pennsylvania. 

Marvin L. Epwarps, B.S., Columbia, 1949; M.A., 1951. Political, social, and economic 
ideas of Gustav Stresemann. 1954. Columbia. 

A. C. Frora, Jr., B.A., South Carolina, 1943; M.A., 1949. Economic thought in South 
Carolina, 1815-1860. 1953. North Carolina. 

Francis C. Genovese, B.A., Toronto, 1942; M.A., 1946. A going concern theory of 
profits. 1952. Wisconsin. 

Harotp A, J. Green, B.A., Brasenose, 1947; M.A., Oxford, 1948. The social welfare func- 
tion in the writings of certain moral and political philosophies. 1953. Massachusetts 
Institute of Technology. 

Jack M. Gurtrentac, B.S., Purdue, 1948; M.S., Columbia, 1949. The distribution of 
income as an element in economic welfare. 1954. Columbia. 

Russert A. Heapzey, B.A., Pennsylvania, 1924; M.A., 1936. History of economic pes- 
simism. 1953. Pennsylvania. 

ApraHAM Hirscu, B.B.A., City (New York), 1943; M.A., Columbia, 1947. Wesley 
Mitchell and economic science. 1953. Columbia. 

Lovis Hovcn, B.A., Chicago, 1936; M.A., 1942. Mechanistic determinants of the rate 
of capital accumulation. 1953. Chicago. 

CLARENCE R. Junc, B.A., DePauw, 1947; M.A., Ohio State, 1949. Isolation and measure- 
ment of expectation as a factor in investment. 1953. Ohio State 

Francis T. Juster, B.S., Rutgers, 1949. The development of multiplier theory. 1953. 
Columbia. 

Murray C. Kemp, B.Comm., Melbourne, 1946; B.A., 1947; M.A., 1949. Essays in wel- 
fare economics. 1953. Johns Hopkins. 

ALEXANDER Kucnerov, B.A., Wesleyan, 1946. Chernyshevsky’s social and economic phi- 
losophy. 1953. Columbia. 

KENNETH V. Lunpperc, B.A., Wheaton, 1949; M.A., Wisconsin, 1950. Daniel Raymond, 
early American economist. 1983. Wisconsin. 

Cart H. Mappven, B.A., Virginia, 1942; M.A., 1950. Divergencies in growth rates among 
the different parts of an economic system. 1953. Virginia. 

Harry Markowitz, M.A., Chicago, 1950. Theories of uncertainty and investment com- 
pany behavior. 1953. Chicago. 

Leonarp W. Martin, B.S., St. John’s, 1939; M.A., 1941. Mobility of capital. 1953. 
Columbia. 

Moruer Raymonp McKay, R.S.H.M., M.A., Fordham, 1948. Keynesian contributions 
to the theory of international trade. 1953. Fordham. 

Dean W. Morse, B.A., Harvard, 1941. Theories of economic development. 1953. Colum- 
bia. 
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Jack C. Myzes, B.A., Union, 1949; M.A., Princeton, 1951. The German historical school 
and American institutionalism: A study in methodology. 1953. Princeton. 

Puiup J. Nerson, B.A., Texas, 1948; M.A., Columbia, 1950. The relationship between 
consumption habits and productive efficiency. 1953. Columbia. 

Apert R. Mirter, Jr., B.A., George Washington, 1940; M.A., 1941; M.A., Harvard, 
1946. Doctrinal origins of Say’s law of markets. 1952. Harvard. 

Watter G. O’Donnett, LL.B., Cleveland, 1930; B.A., Western Reserve, 1932; M.A., 
1943. An institutional theory of value. 1953. Columbia. 

James M. Parrisu, B.S., Alabama, 1943; M.S., 1948. The treatment of monopoly by 
selected economists prior to Chamberlin. 1953. North Carolina. 

Harotp Pirvin, B.A., Harvard, 1943. History of the theory of economic growth. 1953. 
Johns Hopkins. 

STANLEY Rerter, B.A., Queens, 1947; M.A., Chicago, 1950. Production, returns to scale 
and the internal structure of the firm. 1952. Chicago. 

StepHEN W. Rovusseas, B.S., Columbia, 1948; M.A., 1949. Studies in the theory of 
choice. 1953. Columbia. 

Joun M. Ryan, B.S., Georgia Tech, 1948; M.A., North Carolina, 1950. The use of 
specific regional multipliers in employment estimates. 1953. North Carolina. 

Ricuarp C. Spancier, B.A., California (Los Angeles), 1948; M.A., 1950. Reconsideration 
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Columbia. 

Joun J. McDermott, LL.B., 1927; B.S., New York, 1934. The treaty power in relation 
to revenue and appropriation laws. 1953. New York. 

THomas E. McMittan, Jr., B.A., Texas, 1947; M.A., 1948. Governmental financial 
reporting in Texas and other states. 1953. Wisconsin. 

Cuatmers A. MonteitTu, B.S., Miami, 1947; M.A., Ohio State, 1948. The tax burden 
on Ohio businesses, by size of firm. 1953. Ohio State. 

Frank E. Morris, M.A., Michigan, 1949. Criteria for government lending. 1953. Michigan. 

LAwRENCE B. Myers, B.S., Temple, 1945; M.A., Wisconsin, 1947. Some aspects of Swedish 
public finance. 1952. Wisconsin. 

Cuester Mysticxt, M.A., Michigan, 1949. Problems of debt management. 1953. Michigan. 

CurnTton V. Oster, B.A., Montana State, 1946; M.A., Ohio State, 1949. An evaluation of 
the modern retail sales tax. 1952. Ohio State. 

Outn S. Pucu, B.S., South Carolina, 1948; M.A., Duke, 1951. A historical and critical 
survey of selected theories of public expenditure. 1954. Duke. 

Cuarves Ratuirre, B.S., Davidson, 1947. The property tax in North Carolina since 1925. 
1954. Duke. 

Ricwarp Rysar, M.A., Pittsburgh, 1950. Fiscal functions and policies of the United 
States Treasury. 1954. Pittsburgh. 

Seymour Sacks, B.S.S., City (New York), 1943; M.A., Columbia, 1948. Tax estimates 
and the business cycle. 1953. Columbia. 

Frank W. Scuirr, B.A., Columbia, 1942. Monetary policy and the control of bank hold- 
ings of the national debt. 1953. Columbia. 

Evita G. Severo, B.A., Hunter, 1941; M.A., Wisconsin, 1943. History of the U.S. De- 
partment of the Treasury, 1789-1836. 1953. Columbia. 

Jou#n SHannon, B.A., Notre Dame, 1947; M.P.A., Wayne, 1951. Political aspects of 
property. Tax assessment as exemplified in recent state work programs. 1953. Kentucky. 

SHERMAN SuHapiro, B.A., Queens; M.A., Chicago, 1951. A theory of public expenditures : 
state-local expenditures in the United States. 1953. Chicago. 

Rosert B. SHuLMAN, M.A., Michigan, 1951. Some cyclical aspects of selected state taxes 
and tax and expenditure systems. 1953. Michigan. 

Ricwarp E, Speacre, B.A., California (Los Angeles), 1946; M.A., 1947; M.A., Princeton, 
1949. Comparative public debt policy, 1939-1949: United States and Canada. 1953. 
Princeton. 

Freperick D. Stocker, B.A., Lehigh, 1949; M.A., Cornell, 1950. Non-property taxes as 
sources of local revenue. 1952. Cornell. 

Goipie Stone, B.A., Hunter, 1943; M.A., New York, 1945. Study of the relief provisions 
of Section 722 of the Excess Profits Tax Law. 1953. Columbia. 

Jerome C. Stronc, B.A., Grinnell, 1948; M.S., Wisconsin, 1949. The taxation of small 
incomes. 1954. Columbia. 

Ricwarp K, Stuart, B.S., Rhode Island State, 1938; M.S., 1940. Financial public im- 
provement in Maine. Pennsylvania. 

Crara G. Sutiivan, B.A., Mt. Holyoke, 1936; M.A., Columbia, 1942. The value-added 
tax. 1952. Columbia. 

I-Sauan Sun, B.A., St. John’s, 1942. An international comparison of consumption taxes. 
1953. Wisconsin. 
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Mutton C. Taytor, B.S.A., British Columbia, 1939; M.S.A., 1946. Industrial tax exemp- 
tions in Puerto Rico. 1953. Wisconsin. 

Witsur R. THompson, M.A., Michigan, 1949, International aspects of fiscal policy: a 
regional approach. 1953. Michigan. 

NorMANn Ture, M.A. Chicago, 1947. Amortization allowance for depreciable assets in 
federal corporate taxation. 1953. Chicago. 

Ropert L. Wrvestone, B.A., Oregon, 1939; M.A., 1942. Undistributable profits tax as a 
counter cyclical device. Northwestern. 

Jesse D. Wivzenreiw, B.S., Wyoming, 1945; M.S., Denver, 1946. The state of Wyoming: 
a history and evaluation of financial administration. 1953. New York. 

Donatp T. Woop, B.A., Harvard, 1937; M.A., Columbia, 1947. A critical reexamination 
of Henry George's principles of site rent taxation. 1953. Columbia. 

LavuRENCE N. WoopwortH, B.A., Ohio Northern, 1940; M.S., Denver, 1943. United States 
taxation of income earned abroad. 1953. New York. 


International Economics 


Degrees Conferred 


Mapo R. Amsacu, Ph.D., Yale, 1952. Aspects of the International Monetary Fund. 

Donatp G. Bapcer, Ph.D., George Washington, 1951. A tool of economic analysis. 

Jack N. Berman, Ph.D., Princeton, 1952. Foreign aid as a technique in attaining 
United States international objectives. 

Water M. Beveracci-ALLenpe, Ph.D., Harvard, 1952. Argentine foreign trade under 
exchange control. 

Goprrey E. Briers, Ph.D., Harvard, 1952. Shifting patterns of trade. 

Henry J. Bruton, Ph.D., Harvard, 1952. Economic growth and the pattern of trade. 

Hvua-Cuanc Cuow, Ph.D., Chicago, 1952. The influence of inter-regional and international 
commodity and factor movement on the distribution of income. 

Wititiam A. Dymsza, Ph.D., Pennsylvania, 1952. Private long-term investments in South 
America: an inquiry into their economic effects upon the area. 

Harry C. M. Eastman, Ph.D., Chicago, 1952. Postwar Canadian commercial policy. 

Frank H. Goray, Ph.D., Chicago, 1951. The evolution of payments agreements in 
Western Europe under the E.C.A. 

Ropert W. Harrincton, Ph.D., Iowa, 1952. Partnership control of international equity 
capital. 

Joseru A. Hasson, Ph.D., Chicago, 1951. Stabilization attempts in a “dependent” economy 
and the effects on its balance of payments—a case study of Australia. 

Heten Hunter, Ph.D., Harvard, 1952. United States international trade in wood pulp; 
a case study in international trade. 

Nr#ap NaAzeM Isranim-PasHa, Ph.D., Columbia, 1951. Foreign trade and the Syrian 
economy. 

E.1uu Mapison, Ph.D., New York, 1952. International investments in the oil industry. 

Witt E. Mason, Ph.D., Princeton, 1952. The classical theory of adjustment to unilateral 
capital transfers. 

Watter J. Meap, Ph.D., Oregon, 1952. The nature of long term capital movements and 
unilateral transfers in the international balance of payments. 

KrisHNA Mouwan, Ph.D., Wisconsin, 1952. Capital imports and Japanese economic de- 
velopment, 1870 to 1931. 

Gorpon N. Perry, Ph.D., Harvard, 1952. The GATT: a postwar experiment in the 
limitation of retaliation in commercial policy. 

Joun M. Prav, Ph.D., Chicago, 1951. U.S. relations with Italy, 1920-1950. 

Epwin P. Revupens, Ph.D., Columbia, 1952. Foreign capital in economic development. 

Witson E. Scumint, Ph.D., Virginia, 1952. Multiple exchange rates in Latin America. 

Nicotas SpuLBer, Ph.D., New School for Social Research, 1952. The economic relations 
between the U.S.S.R. and the Eastern European countries after World War II. 
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Le.anp B. Yeacer, Ph.D., Columbia, 1952. An evaluation of freely-fluctuating exchange 
rates. 


Theses Completed and Accepted 


Cuartes M. Ramsey, B.A., Duke, 1920; M.A., Cornell, 1925; M.A., Harvard, 1928. Inter- 
national trade of the United Kingdom, 1914-1925. Harvard. 


Theses in Preparation 


Witi1am R. Aten. Modern American tariff debates and the Reciprocal Trade Agree- 
ments program. 1952. Duke. 

Howarp K. AMMERMAN, B.S., Kentucky, 1941; M.A., Chicago, 1950. Canadian devalua- 
tion, 1949. 1953. Chicago. 

ATHANAaSSIAS ANASTASSIADES, M.A., Pittsburgh, 1951. Export control as a tool of national 
policy. 1952. Pittsburgh. 

Graypon K. ANpeERson, B.A., Willamette, 1938. The economics of the Marshall Plan. 
1952. Wisconsin. 

Daniet Arritt, B.S.S., City (New York), 1942; M.A., Columbia, 1948. The terms of 
trade, a theoretical and statistical analysis. 1953. Columbia. 

Pour W. Bert, B.A., Princeton, 1947; M.A., California, 1948; M.A., Princeton, 1950. 
The sterling area as a multilateral trading system and its problems, 1946-1950. 1952. 
Princeton. 

Cartes S. Benson, B.A., Princeton, 1943; M.A., Columbia, 1948. United States imports 
of primary commodities since 1870. 1953. Columbia. 

RacHsir SincH Buatt, B.A., Punjab, 1945; M.A., Indiana, 1950. Role of foreign invest- 
ment in the economic development of South Asia. 1953. Columbia. 

Harry R. BieperMAN, B.A., California (Los Angeles), 1948; M.A., Columbia, 1949, 
International aspects of the U.S. agricultural policies. 1953. Columbia. 

Royvatt Branois, B.A., Richmond, 1940; M.A., Duke, 1947. Some factors affecting cot- 
ton exports. 1952. Duke. 

Marcus C. Bruun, B.Ed., Eau Claire Teachers, 1934; M.A., Minnesota, 1942. Swedish 
balance of payments, 1920-1950. 1953. Wisconsin. 

Bue Brun, B.A., Oslo, 1943; M.A., Fletcher School of Law and Diplomacy, 1948. Inter- 
national maritime policy. 1953. Fletcher School of Law and Diplomacy. 

RoBERTO DE OxiverrA Campos, Brazil, 1932; M.A., George Washington, 1947. Terms of 
trade and economic development. 1953. Columbia. 

Curis A. Carratt, M.A., Tulane, 1949. A survey and economic evaluation of the foreign j 
trade of Florida. 1952. Florida. I 

Epwarp J. CHamsers, B.Com., British Columbia, 1945; B.A., 1946; M.A., 1947. Argen- 
tina’s postwar balance of payments. 1953. Nebraska. 

Kvo-Su1 Cuanc, B.S., Great China (Shanghai), 1947; ML.S., Illinois, 1950; M.A., 1951; 
Great Britain’s commercial policy—changes in the interwar period. 1953. JIlinois. 

Youxenc Cu1anc, M.A., Chicago, 1951. British devaluation in 1949. 1953. Chicago. 

I-Nren Cuten, LL.B., Ching-Hwa, 1944; M.B.A., Denver, 1947. Analysis of Hong Kong 
trade. 1953. Minnesota. 

Harry B. Crewson, B.A., Wooster, 1935; M.A., Ohio State, 1948. Egyptian balance of 
payments—1920-1952. 1953. Ohio State. 

Betty Lou Cross, M.A., Illinois, 1950. An international investment board for economic 
development. 1953. Illinois. 

Wiuu1AM B. Date, B.A., Michigan, 1944; M.A., Fletcher School of Law and Diplomacy. 
Full employment and American foreign policy. 1953. Fletcher School of Law and 
Diplomacy. 

Maurice p’ArLIN, M.B.A., Pennsylvania, 1945. Qualitative tariff classifications. New School 
for Social Research. 

Nazing AnMep Derr, B.Com., Fouad I, 1944; M.A., Chicago, 1951. Egypt’s post war II 

balance of trade. 1952. Chicago. 
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Francois M. Dickman, B.A., Wyoming, 1947; M.A., Fletcher School of Law and 
Diplomacy. The economic foreign policy of the U.S. in Western Europe from 1945-48. 
1954. Fletcher School of Law and Diplomacy. 

Rosert R. Dince, Jr., B.S., Rutgers, 1945; M.A., California (Los Angeles), 1950. The 
Export-Import Bank and economic development. 1953. Cornell. 

Gorvon J. Dosson, B.A., Saskatchewan, 1948; M.S., Ohio State, 1949, The interna- 
tional wheat agreement. 1952. Ohio State. 

Loreto M. Domincuez, M.B.A., Harvard, 1941; M.A., 1942. Industrialization and foreign 
trade: their role in the economic development of Latin America. 1952-53. Harvard. 

Anna B. Dutxa, B.A., Brooklyn, 1939; M.S.S., New School for Social Research, 1940. 
The role of Germany in the continental European pattern of trade, 1927-37. 1953. 
Columbia. 

Maurice C. Ernst, B.A., Yale, 1948. Belgium’s monetary and foreign exchange policy: 
1944-51. 1953. Columbia. 

Rosert F. Firuiov, B.A., California (Los Angeles), 1949; M.A., 1951. The Schuman Plan: 
an analysis of the integration of the European coal and steel industries. 1953. California 
(Los Angeles). 

Kurt Fiexner, B.S., Johns Hopkins, 1946. The European Payments Union: its aims and 
prospects. 1953. Columbia. 

Wu C. Freunp, B.B.A., City (New York), 1949; M.S., Columbia, 1950. The most- 
favored-nation clause in United States commercial policy, 1922-1952: A study in equal 
treatment. 1953. Columbia. 

Joun O. GatiacHer, B.A., Tufts, 1943; M.A., Fletcher School of Law and Diplomacy, 
1948. The London Monetary Conference of 1933. 1952. Fletcher School of Law and 
Diplomacy. 

Ropert F, Gemmitt, B.A., Swarthmore, 1947; M.A., Pennsylvania, 1948. The postwar 
German balance of payments. 1953. Harvard. 

Rotr Hayn, B.A., Indiana, 1944; M.A., 1948. Peruvian foreign exchanges, 1929-1950. 
1952. Wisconsin. 

Ernest E. Hermpacn, M.S.Sc., New School for Social Research, 1943; M.B.A., New 
York, 1946; M.A., 1951. Reciprocal trade policy of United States with Latin America. 
New School for Socia) Research. 

Wituam C. Horiincer, B.A., Swarthmore, 1947. Inventory cycles and international equi- 
librium. 1953. Massachusetts Institute of Technology. 

Rosert Hopxirk, B.A., New Zealand, 1947. Functional regionalism—a pattern of inter- 
national organization in the economic and social fields of the U.N. 1953. New York. 

Cut-Minc Hov, LL.B., Catholic (Peiping), 1945; M.A., Oregon, 1949. A comparative 
study of the role of foreign capital, in China and India’s economic development. 1953. 
Columbia. 

Tuomas Hovet, B.A., Washington, 1948; M.A., New York, 1949. The development of 
international organization in the field of inter-governmental commodity arrangements. 
1953: New York. 

Harotp L. Hutcutns, B.A., Chicago, 1935; M.A., 1936. Congress and the launching of 
the Marshall Plan. 1953. Chicago. 

Georce M. Iwanaka, B.A., Hamline, 1945; M.A., Ohio State, 1947. Bilateral trading in 
theory and practice. 1953. Wisconsin. 

Wiiu1am Jaracz, B.S., Harvard, 1946; M.B.A., Pennsylvania, 1948. Foreign commercial 
policy of 1952. 1953. Pennsylvania. 

Hernz Jaucn, B.S., City (New York), 1942; M.A., New York, 1947. Relationship of 
concentration of industry to international trade. 1953. Columbia. 

Ratpo Kaminsky, B.A., Manitoba, 1947. Canadian experience in foreign exchange con- 
trol. 1953. Columbia. 

Ricwarp S. Lanpry, B.A., Amherst, 1938; M.A., Chicagc, 1941. Unfair competition in 
foreign trade. 1952. Chicago. . 

Cuo-Tinc Mao, BS., St. John’s, 1946; M.B.A., Northwestern, 1950, China’s fiscal policy 
in relation to industry. Northwestern. 
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Geratp M. Meter, B.A., Reed, 1947; B.Litt., Oxford, 1952. British foreign investment and 
the process of international economic development, 1870-1913. 1953. Harvard. 

Tortier Metoe, B.A., Columbia, 1947; M.A., 1948. Norway’s national income and balance 
of payments, 1946-52; a case study in the relationship between domestic policy and inter- 
national economic equilibrium. 1954. Columbia. 

Seymour H. Miter, B.A., Chicago, 1939. Foreign exchange control in France, 1939-1952. 
1954. Columbia. 

SusprmaL Mooxeryee, M.A., Calcutta, 1946; M.A., Harvard, 1950. The sterling area. 1952. 
Harvard. 

Russet, J. Morrison, B.A., Saskatchewan, 1944; M.A., Toronto, 1947. Trends in 
Canadian wheat policy. 1953. Chicago. 

Norman W. Mosuer, B.A., Maine, 1943; M.A., 1947; M.A., Fletcher School of Law and 
Diplomacy. State trading and Great Britain: a case study of state trading, methods of 
its implementation, the effects on the national economy and its relation to multi- 
lateral trade, 1953. Fletcher School of Law and Diplomacy. 

Dantet P. MoyntrHan, B.N'S., Tufts, 1946; B.A., 1948; M.A., Fletcher School of Law and 
Diplomacy, 1949. United States and the international labor organization. 1953. Fletcher 
School of Law and Diplomacy. 

Joun R. Nicnots, B.A., Baldwin-Wallace, 1941; M.A., Ohio State, 1946. U.S. private long 
term foreign investment for Point Four. 1953. Ohio State. 

Maxwe tt Osst. Intra-European movements of capital in the postwar period. 1953. Chi- 
cago. 

Per G. Onin, Fil. Kand., Stockholm, 1948; Fil. Lic., 1949. Postwar commercial policies 
in Europe. 1952-53. Harvard. 

Rosert W. O iver, B.A., Southern California, 1943; M.A., Princeton, 1947, The Inter- 
national Bank for Reconstruction and Development. 1953. Princeton. 

Epwin S. Overman, M.S., Oklahoma A. & M., 1947. Economic development of Turkey 
and American aid. 1952. Oklahoma A. & M. 

SHANTILAL N. Pater, B.Com., Sydenham, 1946; M.B.A., Pennsylvania, 1948. Commercial 
relations between India and Pakistan. 1953. Pennsylvania. 

RaMcHANDRA V, PatwarpHaNn, B.A., Bombay, 1938; LL.B., 1941; M.A., New School 
for Social Research, 1950. Possible development of a regional system in Southeast Asia. 
1953. New York, 

RicuHarp PeritMan, B.A., Cornell, 1947; M.A., Columbia, 1949. Balance of payments 
problems of developing countries. 1953. Columbia. 

Ruvotpo A. Postwerter, B.S., Wisconsin, 1950; M.S., 1951. A reformulation of the 
comparative cost doctrine. 1953. Wisconsin. 

Joun H. Rekvy, BS., Illinois, 1939. Recent thought on balance of payments equilibra- 
tion through exchange rate adjustments. 1953. New York. 

Romney Rosinson, B.A., McMaster, 1947; M.A., Toronto, 1948. Aspects of monopolistic 
competition in international trade. 1953. Massachusetts Institute of Technology. 

Henry Scutioss, B.A., Nebraska Wesleyan, 1946; M.B.A., Columbia, 1948. Bank for 
International Settlements reconsidered. 1953. Columbia. 

Witiarp D. SHarpe, B.A., Carleton, 1947; M.A., Harvard, 1949. France in the great 
depression; particular attention to Blum Experiment of 1936-37. 1953. Harvard. 

Mary A. SHutman, M.A., Michigan, 1948. The changing pattern of foreign United 
States trade—prewar and postwar, and its relationship to location theory, 1953. 
Michigan. 

Epwarp S1ecet, B.A., Brooklyn, 1946; M.A., New School for Social Research, 1948. The 
terms of trade and economic development. New School for Social Research. 

GeraLp Sirkin, B.A., Harvard, 1942; M.A., Columbia, 1948, The effects of the British 
devaluation of the pound. 1953. Columbia. 

Herman T. SxorieLp, B.A., New Hampshire, 1947; M.A., Fletcher School of Law and 
Diplomacy, 1948. Private foreign investment. 1954. Fletcher School of Law and Di- 
plomacy. 

Davin W. Starter, B. Comm., Manitoba, 1942; B.A., Queen’s (Canada), 1947; M.A., Chi- 
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cago, 1950. Production adaptations in international economic adjustments. 1953. Chicago. 

Aucustus W. Sprincer, Jr., B.A., Michigan, 1946; M.A., Virginia, 1951. Recovery of 
foreign trade in the postwar economy of Japan. 1953. Virginia. 

Irvine Stone, B.S.S., City (New York), 1946; M.A., Columbia, 1948. Changes in British 
overseas investment, 1939-1945. 1953. Columbia. 

Wi1u1aM B. THompson, B.A., Michigan, 1945; M.A., Columbia, 1947. American petroleum 
exports, 1861-1911. 1953. Columbia. 

Daviv C. Townsenp, B.A., Cornell, 1948; M.A., Michigan, 1949. A study of interna- 
tional monetary blocs or cohesion. 1953. Louisiana State. 

Donatp M. Troup, B.S., Mt. St. Mary’s, 1943; M.A., Catholic, 1948. Lend Lease; a new 
approach to the problems of intergovernmental debts. 1954. Catholic. 

Donatp H. Voss, B.A., Princeton, 1947; M.A., 1949. The changing structure of the in- 
struments of commercial policy. 1953. Princeton. 

Gerorce Wavpstern, B.A., Harvard, 1948; M.A., 1951. The outlook for Japanese foreign 
trade. 1953. Harvard. 

Mervyn Wetner, B.Comm., McGill. 1943; B.Ph., Oxford, 1948. Programs of financing 
foreign economic development. 1953. Johns Hopkins. 

Lronarp W. Weiss, B.S., Northwestern, 1945; M.A., Columbia, 1949. The colonies in the 
sterling area balance of payments, with special reference to capital movements. 1953. 
Columbia. 

Wiutu1aM H. Wuire, B.A., Harvard, 1944; M.A., 1948. Aspects of the problem of flexible 
exchange rates. 1952. Harvard. 

Martin W. WirmrinctTon, Lic., Geneva, 1941. Regional cooperation for supply and de- 
velopment in the Middle East during World War II (The Middle East Supply Center). 
1953. New York. 

Hersert C. WitTTGENSTEIN,, J.D., Vienna, 1931; M.A., Boston, 1947. Schuman Plan. 1953. 
Stanford. 

Atois L. Zaremsa, B.S., Kent State, 1945; M.A., Ohio State, 1946. The Canadian balance 
of payments, 1900-1951. 1953. Ohio State. 

Exuor Zupnicxk, B.S., City (New York), 1947; M.A., Columbia, 1949. Britain’s dollar 
problem, 1946-50. 1953. Columbia. 


Business Administration 


Degrees Conferred 


Curis Arcyris, Ph.D., Cornell, 1951. A study of a pattern of managerial leadership. 

Joun S. Davenport, Px.D., Iowa, 1952. The use of circulation aggregate as a tool of 
newspaper management. 

Keira Davis, Ph.D., Ohio State, 1952. Channels of executive communications. 

Wiriuiam C. Emory, Ph.D., Ohio State, 1951. Expense control in department stores. 

Ropert B. Fetter, D.C.S., Indiana, 1952. Levels and methods of compensation and in 
centives for industrial executives. 

Ray W. Fow er, Ph.D., Nebraska, 1951. The emergence and development of inventory 
pricing methods. 

Wiritiam L. Hagperte, D.C.S., Indiana, 1952. A study of relations between motor car 
manufacturers and dealers. 

Epwin R. Hopce, D.C.S., Indiana, 1951. Marketing of outboard motors. 

Ricwarp Horton, Ph.D., Harvard, 1952. The supply and demand structure of food 
retailing services. 

Donatp C. Jounson, D.C.S., Indiana, 1952. Effects of taxation and non-financial motiva- 
tion of compensation and incentives for industrial executives. 

Harotp W. MacDowe tt, Ph.D., New York, 1952. The executives’ association movement : 
a critical study of a modern sales promotion drive. 

Pup R. Marvin, D.CS., Indiana, 1951. Criteria for top management application in the 
audit of industrial research administration. 
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Ernst MenpeEts, Ph.D., New York, 1952. An elaboration of the logical method of sales 
forecasting in the copper industry. 

Cares W. Miter, Ph.D., Minnesota, 1952. Postwar price determination in the Wisconsin 
canning industry—theory and practice. 

Freperick B. Miter, Ph.D., Ohio State, 1952. Richmond, Virginia as a wholesale trade 
center: an analysis of its development and present position. 

Emir, W. Owens, Ph.D., Ohio State, 1952. A study of consumer acceptance of pre- 
packaged produce and meats. 

Joun Pacant, Ph.D., Stanford, 1952. Cash and financial reporting. 

James G. Rosinson, Ph.D., New York, 1951. Retail decentralization in the Los Angeles 
metropolitan area and some attendant problems with special emphasis given to selected 
downtown department and specialty stores. 

Lester C. Sartortus, Ph.D., Minnesota, 1951. Statistical analysis of eating places as 
marketers of food products in Minneapolis and Fairmont, Minnesota and in the United 
States. 

NaTHAN SCHMUCKLER, Ph.D., New York, 1952. Bankruptcy and reorganization account- 
ing. 

Tuomas A. Staupt, D.C.S., Indiana, 1951. The manufacturers’ agent as a marketing in- 
stitution—an economic analysis, 1929-1948. 

LoweLL, W. STEELE, Ph.D., Massachusetts Institute of Technology, 1952. Problems of 
integrating scientific research and industry. 

Cuartes W. Voris, Ph.D., Ohio State, 1951. A study of personnel management practices 
in the Northwest. 

Gienn A. Wetscu, Ph.D., Texas, 1952. The theory construction and uses of flexible 
budgets. 

THomson M. Wuitrn, Ph.D., Princeton, 1952. The economics of inventories. 

Epcar G. Wiiu1AMs, D.C.S., Indiana, 1952. The status of the professional personnel execu- 
tive and his function in Indiana business. 

Mixton Witson, D.C.S., Indiana, 1951, The technical determination of net income tax 
liability under the laws of the U.S. and selected states of 12-31-49. 

CuHartes T. ZiatKovicw, Ph.D., Texas, 1952. Research activities of national accounting 
organizations. 


Theses Completed and Accepted 


Freverick E.. Horn, B.S., Akron, 1933; M.S., Columbia, 1936. The recoupment concept 
of business income. Columbia. 

Stewart Rewo tot, B.B.A., Michigan, 1946; M.B.A., 1947. Economic efiects of marketing 
research. Michigan. 


Theses in Preparation 


Henry M. Anpverson, B.A., London, 1939; M.B.A., Columbia, 1948. Problems of market 
analysis and demand estimation in under-developed countries. 1952. Columbia. 

Jean R. Anpverson, B.A., Beloit, 1947; M.A., Radcliffe, 1952. The marketing of non- 
food products in Puerto Rico. 1953. Harvard. 

Ropert Barcray, B.A., Indiana, 1948; M.B.A., 1949. Personnel administrative problems 
within the hotel industry. 1953. Indiana. 

Epwarp M. Barnet, B.S., Harvard, 1934; M.B.A., 1936. The role of the retail merchan- 
diser: creating institutional distinction (a study of retailer initiative). 1953. Columbia. 

Gorvon G. BarNewa.t, B.S., Colorado, 1947; M.B.A., Ohio State, 1948. An analysis of 
shopping centers in the Washington, D.C. trading area. 1953. Ohio State. 

Epwarp H. Bowman, B.S., Massachusetts Institute of Technology, 1948; M.B.A., Penn- 
sylvania, 1949. Organizational problems in executive job evaluation and salary adminis- 
tration. 1953. Ohio State. 

Grant H. Carper, B.S., Utah State Agricultural, 1935; M.B.A., Harvard, 1937. Some 
problems of selected small family-controlled manufacturing businesses. 1952. Indiana. 
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Cuao SHenc CHEN, B.A., National Cho-Tung, 1942; M.A., Iowa, 1949. The impact of 
the break even point analysis upon industrial management. 1953. Jowa. 

Jere W. Crarx, B.B.A., Georgia, 1946; M.S., 1948. Intercommunity commodity flows 
within the United States. 1953. Virginia. 

Newer W. Comisu, B.S., Oregon, 1946; M.B.A., Ohio State, 1948. Markdowns in depart- 
ment stores. 1953. Ohio State. 

Wurm H. Day, BS., Utah, 1947; M.B.A., Northwestern, 1948. Consumer demand 
analysis and its effect on the marketing of paint. 1953. Ohio State. 

Watter D. Facxrer, B.A., George Washington, 1950; M.A., 1951. The economics of the 
trading firm. 1953. Johns Hopkins. 

Rosert G. Farts, B.S., Anderson, 1948; M.B.A., Indiana, 1950. Amortization of emergency 
facilities. 1953. Indiana. 

TIsapore Fine, B.S., Rhode Island State, 1942; M.S., Columbia, 1947. Retail trade area 
measurement techniques applied to Fort Atkinson, Baraboo and West Bend. 1952. 
Columbia. 

Epwin B. Firppo, B.S., Missouri, 1947; M.B.A., Ohio State, 1948. Analysis of methods 
of sustaining profit-sharing plans through profitless years. 1953. Ofio State. 
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economic ma, , introductory economics, economic statistics, public finance, industrial 
market research: Man, 30, married, completed all examination and course requirements 
toward Ph.D. at Columbia University, thesis in preparation. Two years of teaching 
economics; past year economist for large national manufacturing corporation. Desires 
teaching or research position. Versatile. E340 


International trade, economic principles, public control of business, money and bank- 
ing, history of economic thought, labor problems, business cycles, statistics, business 

ministration: Man, 27, married, B.B.A.; M.S., Columbia University; honors; com- 
pleted Ph.D. residence requirements and oral examinations at Columbia University, 
working on dissertation. Extensive teaching experience in economics at large Eastern 
university. Desires teaching and/or research position. Available immediately. E360 


Economic principles, consumption, theory and history of ideas, insurance, ye 
theory, business cycles, location, statistics, marketing principles and research, sales 
management, advertising principles, copy and layout, direct mail, industrial, whole- 
saling: Man, 35, married, B.B.A. in marketing, M.A. in economics. Experience as 
sales manager, economic, marketing, and opinion researcher; some teaching. Desires 
position as a teacher, researcher, or sales manager in Northeast. Available imme- 
diately. E408 


~ 
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International trade, corporation finance, investments, economic theory, history of eco- 
nomic thought, management, accounting: Man, 29, M.S. (management), M.A. (eco- 
nomics), Ph.D. expected end of 1952, University of Illinois, Brief experience in 
teaching; 5 years in foreign trade and business administration. Available for academic 
or nonacademic appointment in January, 1953. E414 


Economic analysis, public finance, foreign trade, money and 
economic history, economic geography, personnel: Woman, 28, Columbia 
University. Four years of experience as research- administrative Bees Available 
in October, 1952. E418 


International economics, money and banking, economic theory, public finance, eco- 
nomic history, etc.: Man, 41, A.B., University of Kansas, 1933 (Phi Beta Kappa); 
Certificat in’ Advanced International Studies, Université de Paris, 1934; Certificat 
in Russian Language and Literature, Ecole Nationale des Langues Orientales, Paris, 
1935; M.A., 1941, Ph.D., 1952, Harvard University. One year of university teaching 
experience; 11 years of foreign work, study, and travel, including 3 years as member 
of the American Embassy in Moscow and 3 as Representative of the American Friends 
Service Committee in Austria. Seeks teaching or research position. Available in 
September. Arthur G. Billings, Delphis, Kansas. 


Labor, public finance, elementary economics: Man, 31, married, Ph.D. Four years 
as instructor, Big Ten university. Now employed by government agency. Research ex- 
perience and publications. Interested in teaching post or job with writing opportunity. 

E419 


Air transportation, international economics, international organization, history of 
economic thought, economic history, contemporary economic theory, public finance: 
Man, 32, B.A., M.A., Ph.D. in economics; 11 years of economic research in several 
areas of the federal government, including national income, fiscal policy, international 
economics, and air transportation; currently employed as economist in one of the 
aviation agencies of the federal government. Desires a teaching position in economics. 
Available in September, 1952. E420 


Statistics, economics, organization and administration: Man, 34, married. Teaching 
and practical experience and command of several languages; seeks position as teacher, 
economist, or research worker. F421 


London School of Economics 
and Political Science 


UNIVERSITY OF LONDON 


The following reprints of scarce tracts in economics and political science, 
published by the London School of Economics and Political Science, are 
available to members of the American Economic Association at the re- 
duced prices quoted. Orders must be sent to the Secretary of the American 
Economic Association, Evanston, Illinois, and must be accompanied by a 
draft in favor of the London School of Economics and Political Science. 


Series of Reprints of Scarce Tracts in Economic 
and Political Sclence 


1. ALFreD MARSHALL, Pure of Foreign Trade and Pure Theory 
Domestic Values. (1879) 1930, fat 1935, "7 p p. 6s. 


16. F. H. Knicut. Risk, Uncertainty and Profit. (1921). With a new in- 
troduction by the Author, 1933, reissued 1935 and 1937, 1939; xi, 396 
PP Note 1940, 1946; New Preface 1948, \viii, "381 pp. 
0s. 


19. Cart Mencer. Kleinere Schriften zur Methode und Geschichte der 
Volkswirtschaftslehre. 1935; 292 pp. (Collected Works of Carl 
Menger, Vol. III) 7s. 6d. 


20. Cart Mencer. Schriften iiber Geldtheorie und eg ary 1936; 
332 pp. (Collected Works of Carl Menger, Vol. IV) 
(Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 17, 18 are out of print) 


Series of Reprints of Scarce Works on Political Economy 


4. Mountirort Loncrietp. Three Lectures on Commerce and One on 
Absenteeism. (1835) 1937; iv, 111 pp. 5s. Od. 


7. Joun Stuart Mitr. Essays on Some Unsettled Questions of Political 
Economy. (1844) 1948; vi, 164 pp. 8s. 9d. 


8. D. H. Ropertson. A Study of Industrial Fluctuation. (1915) With a 
new Introduction by the Author, and an appendix entitled “Autour 
de la Crise Américaine de 1907 ou Capitaux-réels et Capitaux- 
apparents” by M. Labordére. (1908) ) 1948. xxv, 350 pp. 10s. 


Lestie STEPHEN. The English Utilitarians. 3 Volumes 
9. Vol. I, “Jeremy vii, 326 pp. (1900) 1950 
10. Vol. II, “James Mill,” vi, 382 pp. £1. 15s. Od. a set 
11. Vol. III, “John Stuart Mill,” vi, 525 pp. f 


12. M. Dororny Georce. London Life in the XVIIIth Century. (1925) 
1930, 1951. 468 pp. 12s. 6d. 


(Nos. 1, 2, 3, 5, 6 are out of print) 
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They wrote an ad 
about him 


when he retired 


forty-five years of sp 


In fact, your poomi 
courteous 
to your telepho 
individuals throu 


f, as we believe, 
m... makes one rich” then we kno 


is wealthier than you, Deny. 
We thank you 


gh the years. 


come and your 
years Cordially, 


CraNDALL R 


There was many a word of praise 
and affection for Denis Hartnett 
when he retired in Homer, N. Y. 


In fact, a local businessman 
walked into the newspaper office and 
said he’d like to run an ad about 
him. “Good idea,” they said. “Every- 
body around here knows Deny.” 


The story of Deny Hartnett 
illustrates the local character of the 
telephone business. 


THANK YOU “DENY” 


v Hartnett, thru all these 
pig-hearted, 
t value to us, 
housands of 


ing, happy tone of 
nature has been of grea 
ne company, and to t 


their apprecia- 
‘real friends and Mt no one who 


may future 


nd 
Deny Hartnett, ar ony healthy 


ou up” for m 
joy and comfort “ring va celess laugh continue to 


EAL ESTATE AGENCY 


Denis Hartnett was “Mr. Telephone” to thousands of people in the town 


For the telephone company isn’t 
something far away but right on 
the main street... managed and 
operated by home-town people. 


Their spirit of service makes 
them good neighbors and good 
citizens as well as good telephone 
men and women. 


BELL TELEPHONE SYSTEM 


j 
i 
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BUSINESS FORECASTING 
By Franx D. Newsury. 273 pages, $4.75 


This book explains the principles of forecasting and their application in terms of prices, 
sales, investment expenditure, business cycles, postwar planning and production. Fore- 
casting is shown in its true perspective as an essential tool of management which can be 
properly developed only from a sound understanding of basic economic principles. 
Acknowledging that there can be no infallible forecasting system, Mr. Newbury points 
out at the same time the importance of organised forecasting built on sound economic 
principles as opposed to hunch forecasting based on intuition alone. 


TRANSPORTATION. New 2nd Edition 
— C. BiGHAM AND Merritt J. Roserts, University of Florida. 710 pages, 


A functional approach with emphasis on the common principles which apply to all 
agencies, this text is primarily concerned with the fundamental economic principles which 
govern the industry itself and the relationships between the transportation function and 
the entire economy. All types of transportation are covered. The text provides a basis 
for the appraisal of existing and future public policies regarding transportation. 


ECONOMICS OF BUSINESS ENTERPRISE 
By L. A. Doytr, University of California. 343 pages, $5.00 


An advanced text which carefully relates economic theory and business practice, this 
book first develops theory in terms of ideal conditions for rational price and output 
decisions. Then, the author shows the more important modifications of the “ideals” 
necessary because of the limitations imposed by incomplete data available in most 
enterprises. 


MARINE INSURANCE. Its Principles and Practice 


By Witram D. Winter, Atlantic Mutual Insurance Company of New York. 
Third Edition. 538 pages, $7.50 


For over three decades this textbook has been regarded by teachers everywhere as a 
work of exceptional distinction. It is the only authoritative text published in the United 
States on the very technical marine insurance business, from the point of view of United 
States law and practice. It makes a logical presentation of the subject in language under- 
standable to the layman, student, and expert. 


POPULATION AND ITS DISTRIBUTION. New 7th Edition 
J. Watter Tuompson Company, Advertising Agency. 428 pages, $15.00 


As in previous editions this helpful book arranges facts and figures, compiled in the 
latest U. S. Census report, in a usable and convenient form. This volume reflects the 
shift in population and sales, designates important markets and the areas they influence, 
provides complete figures for all towns over 500 population, lists retail establishments 
includes detailed data and maps for every county in every state, and offers a wealth o 
other general information of practical use in business. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 WEST 42no STREET, NEW YORK 36, N.Y. 
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DAUGHERTY 


and 


PARRISH 


THE LABOR PROBLEMS 
OF AMERICAN SOCIETY 


This successor to Labor Problems in American Industry is a 
penetrating, up-to-date analysis of labor problems as they 
appear from the contemporary vantage-point. It clearly reflects 
the result of big unionism’s rise to power and the extraordinary 
developments in labor relations and in social legislation during 
recent years. Particular attention is given to a reformulation of 
government’s role—in terms of protecting individual workers 
and in terms of promoting harmonious, peaceful union- 
employer relations. 


coming 


METHODS OF STATISTICAL 
ANALYSIS IN ECONOMICS 
AND BUSINESS 


E. E. LEWIS 


Howard University 


An introductory text covering the basic techniques, including 
the principles of statistical inference, index numbers, time series 
analysis and multiple and partial correlation, this book provides 
ample material for a substantial full-year course. The beginning 
student is given thorough training in the main branches of the 
subject, and a sound foundation for such advanced study in the 
field as he may undertake. While the book is designed primarily 
as a teaching instrument, it should be a useful reference work 
for those actually engaged in statistical analysis. 


HOUGHTON MIFFLIN COMPANY sew vork Chicago Dallas San Francisco 
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MAN, MONEY, 
and GOODS 


JOHN S. GAMBS 


Written in lucid, non-technical prose, 
this introduction to economics discusses 
booms and busts, fiscal policy, money, 
banking and other aspects of economic 
process, and interprets the different 
schools of economics and their propo- 
nents: Keynes, Marx, Veblen, and others. 

“It keeps technical terminology and 
methodology to a minimum, deals with 
important subjects, and is happily free 
of ... bias and propaganda.—New York 
Times. 


[gives] the elements of economics 
in a style so cheerful and simple, with an 
understanding so shrewd.” 

Popular Economics $3.75 


HOUSING MARKET BEHAVIOR 
in a DECLINING AREA 


LONG-TERM CHANGES IN INVENTORY 
AND UTILIZATION OF HOUSING ON 
NEW YORK'S LOWER EAST SIDE 


LEO GREBLER 


This analytical and statistical study ex- 
plores the many myths about housing 
market behavior. By concentrating on a 
small area and a long period of time— 
1g00 to 1950—it attains greater validity. 
It discusses factors that contribute to the 
East Side’s decline and problems in its 
redevelopment. 


. @ provocative and significant 
study.”—Magazine of Building $4.50 


© WORLD ECONOMIC 


REPORT 1950-51 
UNITED NATIONS 


Changes in domestic and international 
economies in 1950-51 are analyzed in this 
authoritative work. In addition, it dis- 
cusses problems that call for national 
and international action and gives com- 
plete facts on the 1950 raw materials 
boom and other basic developments in 
United Nations countries. 

The Report is a compact guide and a 
complete sourcebook. 78 tables and 
charts. paper, $1.50 


The following three United Nations publi- 
cations are supplements to WORLD ECO- 
NOMIC REPORT. 


RECENT CHANGES in 
PRODUCTION 


This detailed analysis deals with world 
trends in production during 1950 and 
1951 in such fields as industry, food, 
paper, $1.00 


SUMMARY OF RECENT 
ECONOMIC DEVELOPMENTS 
in AFRICA 


A review of public investments in 


fuel, and raw materials. 


African colonies, this summary also de- 
scribes United Nations efforts in this 
area and gives data for 1949 and 1950 on 
paper, 506 
SUMMARY OF RECENT 
ECONOMIC DEVELOPMENTS 
in the MIDDLE EAST 


Special emphasis is on petroleum in this 


economic conditions. 


survey of foreign trade in Egypt, Iran, 
Iraq, Israel, Lebanon, Syria, and Turkey. 


paper, $1.00 


COLUMBIA 


UNIVERSITY PRESS - 


Publishers of The Columbia Encyclopedia 


NEW YORK 27 


Please mention Tue American Economic Review When Writing to Advertisers 


— 


PRICE THEORY 


Important New Holt Books 


JOE S. BAIN, University of California, Berkeley 


An extensive revision of the first part of the author’s PRICING, DIS- 
TRIBUTION, AND EMPLOYMENT. This revision includes: a more 
comprehensive chapter on demand; substantially extended evaluations 
of the welfare impacts of competitive and monopolistic pricing; a 
revised and extended analysis of ologopolistic pricing; and a new 
chapter on theory of price discrimination. 1952, 461 pages 


MANUFACTURING 


EDWARD L. ALLEN, American University 


This authoritative and up-to-date book treats in detail 19 industries. 
An introductory chapter deals with the place of manufacturing in the 
American economy and a concluding chapter contains information 
on sources of industry data and an extensive bibliography. Liberally 


illustrated. 1952, 558 pages 


ECONOMICS OF AMERICAN 


Elementary Statistics 
MORRIS M. BLAIR, The University of Tulsa 


This book enlivens the learning of statistics by presenting clear, 
well-organized material, with a minimum of mathematics and a strong 


REVISED 
EDITION 


emphasis on practical, everyday application to the problems of life. 


August, 1952, About 700 pages 


THE ECONOMICS 
OF HEINRICH PESCH 


The first complete study in English on the socio-economic thought of 


this eminent German Catholic scholar. 1952, 228 pages 


| RICHARD E. MULCAHY, S.J., University of San Francisco 
| 


HENRY HOLT & CO. Ave 
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TEXTBOOK—now ready 


workbook and tests will be 
ready for second semester 


ECONOMICS: 


PRINCIPLES AND APPLICATIONS 
Second Edition—By Dodd and Hasek 


ECONOMICS: PRINCIPLES AND APPLICATIONS will appeal to your students 
because it can be understood by the average college undergraduate. Here is a book 
that overcomes most of the criticisms that have been made by collegiate instructors 
in beginning economics. Difficult topics are made easier to comprehend by adequate 
explanation, and well-chosen illustrations and examples. It presents the basic prin- 
ciples and applications but leaves to later courses the more advanced and highly 
technical analysis of economic problems. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 2 New Rochelle, N.Y. Chicago 5 San Francisco 3 Dallas 2 


OXFORD BOOKS 
Studies in the Structure of the American Economy 


Theoretical and Empirical Applications of the Input-Output Analysis. By 
WASSILY LEONTIEF, author of the THE STRUCTURE OF THE AMERI- 
CAN ECONOMY, with members of the Harvard Economic Research Project. 
A new method for the study of long-range economic problems which pre- 
sents a practical means of measuring various decisive aspects of our economy. 
This book applies the input-output analysis to the capital structure of the 
economy, the use of technological data, the coordination of consumption 
with final demand. The result is to establish a consistent quantitative pic- 
ture for any given period which shows the output of various goods in relation 
to the resources, services and capital needed to produce them. 

Available in October 544 pages $11.00 


This Unsuccessful Age 


or The Pains of Economic Progress : 
By WALTER EUCKEN. A searching inquiry into the economic experience 
of the last fifty years by one of Germany’s foremost liberal economists. He 
discusses the basic economic issues facing the world today, and indicates a 
workable solution to a vitally important question: How can our modern 
economy and society be organized in a humane and efficient way? $2.00 

At all bookstores 
OXFORD UNIVERSITY PRESS, 114 Fifth Avenue, N.Y. 11 
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THE ECONOMIC SYSTEM 


An Analysis of the Flow of Economic Life 
by E. T. WEILER 


Not just another economics text but a fresh, logical book 
written by a man who is a specialist in the teaching of the 
beginning economics course. Using the whole economy as 
a basic unit of study, he emphasizes both the general 
equilibrium theory and the interconnections between parts 
of the economy. The author analyzes the national economy 
as well as the economy of the individual firm, he integrates 
general economic theory and monetary theory and stresses 
the institutional factors underlying economic growth. 


As a companion to the text, Dr. Weiler in collaboration 
with Blaine E. Grimes has prepared a PROBLEMS BOOK. 
which James E. Moffat of Indiana University says “im- 
presses me as one of the best problems books available 
for a first course in economics.” 


Text—$5.75 Problems Book—$2.00 


THE THEORY OF PRICE 


Revised Edition 
by GEORGE J. STIGLER 


The revised edition of this established text features fuller 
treatment of competitive pricing and of wage theory, sepa- 


rate treatments of monopoly, oligopoly, and cartels, as 
well as additional chapters on distribution of income by 
size and on general equilibrium. Much more attention is 
also given to empirical evidence and its relevance to eco- 


nomic theory. Ready for fall classes. 


The Macmillan Company Fifth Avenue New York 11 
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AN AUTHORITATIVE SURVEY OF INTER-EUROPEAN 
ECONOMIC COOPERATION UNDER THE MARSHALL PLAN 


Trade and Payments 
im Western Europe 


By WILLIAM DIEBOLD, JR. Here, for the first time, is the complete 
story of how the countries of Western Europe have implemented the 
principles of “self help and mutual aid” which are the foundations of 
the Marshall Plan. Covering the period of 1947 to 1951, TRADE 
AND PAYMENTS IN WESTERN EUROPE is a carefully detailed, 
impeccably researched distillation of a great mass of data into lucid 
and readable form. Unique in the field of economics, Mr. Diebold’s book 
will be essential to all who wish to understand Free Europe’s enormous 
strides toward financial independence. 


Published for the Council on Foreign Relations 
At all bookstores $5.00 


HARPER & BROTHERS © 49 East 33rd St., New York 


A bold challenge to Keynesian orthodoxy 


THE 
CARTHAGINIAN PEACE 
oF 


The Economic Consequences of Mr. Keynes 


By Etienne Mantoux 


A systematic examination of Lord Keynes’ Economic Consequences of the Peace. 
Here are little-known facts and figures which show how disastrously Keynes 
misinterpreted the effects of the Versailles Treaty—thereby establishing an erro- 
neous theory of Allied responsibility for Germany’s political and financial col- 
lapse and subsequent military recovery. Especially timely at this moment in our 
history, these heretofore unrevealed facts and figures may well have a deep and 
decisive influence on current and future planning. 


At your bookseller, $3.00 


SCRIBNERS 
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General An 


ALLEN M, SIEVERS 


Offering a thoroughly understandable approach to our contemporary 
economic times, GENERAL ECONOMICS: AN INTRODUCTION in- 
cludes all of the true elements and traditional substance of the subject. 
It goes further than that, however. Recognizing fully the differences of 
opinion which exist among the various schools of economic thought, the 
author reconciles these differences through an integrative approach to 
economics—an approach which unites rather than divides and which 
incorporates elements from the fields of anthropology, sociology, history, 
political science, and the other social sciences. One of the most important 
contributions of this approach is that it puts capitalism (particularly 
the 19th century form of market capitalism) into a perspective so that 
it may be seen in relation to all other economic systems. 


of the whales Market 


JOSEPH SHISTER 


This text analyzes fully the principal features of the labor market in 
the light of the advances in knowledge and approach which have been 
made in the past decade or so. The author gears his economic theory to 
specific institutions, and throughout the book the student is urged to 
face the actual problems which exist within those institutions. 


Readings in and 
Industrial KR lations 


JosePH SHISTER 


READINGS offers approximately one hundred complete essays in the 
labor field chosen for their significance to the field as a whole and the 
degree of difficulty which they present for the undergraduate student, 
and their capability of being included without being taken out of context. 


Examination copies upon request 


oLippincott Company 


333 West Lake Street, Chicago 6, Illinois 
East Washington Square, Philadelphia 5, Pennsylvania 
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y COLLEGE TEXTS 


ECONOMICS OF AGRICULTURAL 
PRODUCTION AND RESOURCE USE 


By EARL O. HEADY, lowa State College 


A complete analysis of agricultural economics, this new book inte- 
grates the economics of the individual farm and national production 
problems. 


Emphasis throughout is on fundamentals of production and resource 
relationships, the conditions under which efficiency is attained, and 
the behavior patterns of persons who serve as managers and adminis- 
trators of agricultural resources. 


Clearly analyzes resource use under dynamics and uncertainty. 


Coming in November 


PRINCIPLES OF BUSINESS LAW, Sth Edition 


By ESSEL R. DILLAVOU, University of Illinois, and 
CHARLES G. HOWARD, University of Oregon 


The new edition of this long-popular leader in the business law field 
effectively combines text material with cases for maximum teachability. 


Features of new edition include: a new glossary of legal terms; 97 
newly-added cases (63 are 1951 decisions, 34 are decisions from 1940 
to 1950). Cases follow the text at the end of each chapter—making for 
easier teaching and learning. 


1008 pages 6” x 9” Published August 1952 


Send for your copies today 


PRENTICE-HALL, Inc., 70 Fifth Avenue, New York 11, N.Y. 
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BYE and HEWETT 
THE ECONOMIC PROCESS 


ITS PRINCIPLES AND PROBLEMS 


“I consider this the best balanced and most logically organized 
of the new texts. It preserves the best features of traditional 
method with a clear account of modern changes in theory and 
practice very skilfully tied in, so that the student need never 
feel lost.”—William A. Orton, Smith College 


Rich in content, thoroughly unified, and well-organized, this 
new text offers a clear description of economic institutions, an 
analysis of economic principles, and a comprehensive discussion 
of problems of policy. The book is characterized by the ex- 
traordinary clarity of its exposition, its admirable balance, its 
copious illustrative examples, and its close integration of prin- 
pr and problems. The unusually comprehensive treatment 
of economic problems builds on the background of the theories 
presented. National income, Keynesian economics and the 
theory of employment are carefully and clearly developed in 
their proper setting with relation to neoclassical teachings. 
Alternative economic systems are fully covered, and there is an 
historical chapter on The Evolution of Capitalism. 


Large Royal Octavo 1050 pages, illustrated $5.50 
Ready for fall classes 


PROBLEM QUESTIONS ON 
THE ECONOMIC PROCESS 


Intended to accompany Bye and Hewett’s The Economic Proc- 
ess, this collection of stimulating problems closely follows the 
organization of the text. The problems are designed to test the 
students’ understanding of the text, to impress upon him the 
need for a knowledge of the subject, and to help him to analyze 
and interpret specific applications of economic principles. They 
are “why” and “how” questions which not only help students 
to acquire a deeper knowledge, but also arouse in them a keener 
interest. Many of the questions are based on current news items, 
which gives a feeling of reality to the study. 187 pages 


Appleton-Century-Crofts 


35 West 32nd Street, New York 1, New York 
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The ideas of the marketplace 
from Plato to Pigou 


The DEVELOPMENT of ECONOMIC THOUGHT 
Great Economists in Perspective 


Edited by HENRY WILLIAM SPIEGEL 
The Catholic University of America 


Here is economics in its most meaningful sense—as seen through the eyes of 
its towering figures. Forty of the greatest economists of all time view the work 
of other outstanding contributors to our understanding of society's economic prob- 
lems. This double perspective provides a refreshing approach to economic theory. 


This is not merely a collection of essays—it is a carefully related history of 
ideas representative of the whole field of Western economic thought. Tawney, 
Einaudi, Marx, Mill, Burns, Keynes, Clark, Demaria, Samuelson—these are just 
a few of the names which distinguish the authorship. Each section is merged with 
the whole by means of the editor's comments, in which he introduces the author 
and the man about whom the study is written. 

A number of the essays included are printed in English for the first time ; others 
were written especially for this volume. Modern economics receives an extensive 
treatment; eight full chapters are devoted to recent thought. If you are looking 
for a book which will crystallize your concepts of the historic origin and influence 
of the various disciplines—that will allow you to assess for yourself the ideas 
which have molded economic thought throughout the ages—and that will display 
the sustained reasoning powers of the economists at their best—you will find it 
in this readable and scholarly collection. 


1952 811 pages $6.50 


For economists in empirical research 
and the formation of economic policy 


ECONOMETRICS 


By GERHARD TINTNER 
lowa State College 


This is the first systematic, detailed study of econometrics. Dr. Tintner shows 
how, through this new science, modern statistical methods are being applied to 
economic data with increasing frequency. The book covers the more promising 
= used in economic research and, with the aid of numerous concrete 
examples, explains all the procedures involved in multivariate analysis. 


1952 370 pages $5.75 
Send for on approval copies. 
JOHN WILEY & SONS, Inc. 
440 Fourth Ave. New York 16, N.Y. 
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A Best Seller 


ECONOMICS 


An Introductory Analysis of the Level, 
Composition, and Distribution of Economic Income 


BRUCE W. KNIGHT and L. GREGORY HINES 
Dartmouth College 
Immediately and widely successful, this basic text Pr ape | 


has 
been endorsed and adopted by a wide variety of colleges 
throughout the country. 


ECONOMISTS AND TEACHERS SAY OF THE 
KNIGHT-HINES: 


@ This text includes a wealth of information, and is ideally 
prepared for a principles course which is a survey of the whole 
field of economics. We are planning to adopt this text for next 
year. 

Epwin C., Rossins, University of Oregon 


@ This book is written for students and not for professors, 
praise be. Everything that you claim for it is based strictly upon 
fact. I know of no better text for college students in basic eco- 
nomics courses. 

Joun M. Fercuson, University of Pittsburgh 


© Excellent in balance and thoroughness—well-organized. I def- 
initely like this book. 
L. E. Traywick, Michigan State College 


© This impresses as a smoothly-written and competent treatment 
of a subject that has gotten almost out of hand by its distention. 
M. C. Latta, University of Nebraska 


© I find several advantages which this text has over scores of 
similar publications: (1) excellent arrangement of topics; (2) 
well-balanced coordination of “problems” and “policies”; (3) the 
fact that each chapter represents en miniature a work of art of 
its own, combining simplicity and profoundness according to the 
necessities of each situation; (4) the skillful selection and formu- 
lation of “problems” at the end of each chapter. 

H. E. Harpur College 


Clothbound, 960 pages, 47 charts, $5.75 text 


Examination copies on request 


BORZOI 


GRO ALFRED A. KNOPF, Inc., 501 Madison Ave., 
> ES New York 22 
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ECONOMIC STABILIZATION 


By WALTER P. EGLE. This is a theoretical discussion of the problem 
of achieving economic stabilization. Mr. Egle, who is Taft professor 
of economics at the University of Cincinnati, offers a commonsense 
compromise between those who would use only automatic devices to 
counteract business swings and those who would give the government 
great discretionary powers. 

The key to the solution, according to Mr. Egle, is the adoption of a 
program embodying clearly defined goals of stabilization and a firm 
commitment on the part of national governments to counteract devia- 
tions of the economy from these goals. 

Published for the University of Cincinnati. $4.00 


MULTIPLE EXCHANGE RATES AND 
ECONOMIC DEVELOPMENT 


By EUGENE RICHARD SCHLESINGER. This is a systematic attempt 
to analyze the applicability of multiple exchange rates to conditions 
in underdeveloped countries. It seeks to discover to what extent, if 
any, our traditional distrust of these devices can be modified in the 
light of exigencies of economic development. Paper, $1.00 


SOCIALISM AND AMERICAN LIFE 
Edited by DONALD DREW EGBERT and STOW PERSONS for the 


Program in American Civilization of Princeton University. 

Volume I traces the history of socialism in Europe and the United 
States and covers its relation to American philosophy, economics, poli- 
tics, sociology, literature, and art. Volume II, organized into short, 
readable essays, constitutes the most wide-ranging bibliography on 
socialism ever published. Vol. I. Text. 790 pages, 61 illustrations, $10.00. 
Vol. Il. Bibliography. 590 pages, $10.00. Both volumes together, $17.50 


Order from your bookstore 


PRINCETON UNIVERSITY PRESS 
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A important supplement to available textbooks 


Readings in Money and Banking 


By C. R. WHITTLESEY, Professor of Economics and Finance, University of 
Pennsylvania. A group of 100 selections which afford additional discussion of 
subjects liable to prove difficult or technical for beginning students. Significant 
new material is included, as well as important money and banking problems and 
theoretical aspects of present-day monetary controversy. The breadth of the selec- 
tions and the challenging points of view will provide the basis for intellectually 
productive classroom discussion. 520 pages. Text Price, $2.95 


An original approach to the 
vital problems of economic analysis 


The Process of Economic Growth 


By W. W. ROSTOW, Associate Professor of History, Massachusetts Institute 
of Technology. Professor Rostow develops a theory concerned with the social 
and political framework of the economy, the state of the industrial arts, and 
levels of fixed capacity. The theory, constructed to allow for quantitative verifi- 
cation, is used to formulate a dynamic process of growth, and is applied to a wide 
range of subjects. His book will be of interest to all economists and social 
scientists. 285 pages. Price, $4.50 


A distinguished authority’s mature analysis 


Business Cycles and 
National Income 


By ALVIN H. HANSEN, Lucius N. Littauer Professor of Political Economy, 
Harvard University. Professor Hansen's latest and most important book. “A 
comprehensive and well-integrated treatise on business cycles, national income, 
and the various policies that have been proposed to iron out cyclical fluctuations 

..a comprehensive and well-reasoned presentation of existing theory, written in 
clear and straightforward style.”.—LESTER V. CHANDLER, N. Y. Times 
Book Review. 639 pages. Text Price, $5.50 


W. W. NORTON & COMPANY 


101 Fifth Avenue, New York 3, N. Y. 
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new vextB00Ks 


Texts Used Widely the Country Over 


Elementary Education 
Teacher's Manual of Short-answer Questions Student's Manual 
Teacher's Guide and Key to Student's Manual 
Leland J. Gordon, Denison University 
“. .. by far the best text I have seen in its field. The inclusion of a 
rsonal word to the student is unique and ought to set a pattern 


or authors of future texts; it is bound to arouse the student's 
interest on the first pages.”—Audley H. F. Stephan, Rutgers University 


Economics for Consumers * Second Edition 
Leland J. Gordon, Denison University 


“At the end of the final examination last year, I asked the students 
to tell me if they thought the textbook had been satisfactory and if 
they would recommend that I use it again the next year. The re- 
sponses were all favorable. The consumer interest viewpoint and 
the readability of the book have been mentioned as desirable fea- 
tures.”—W. C. Plummer, University of Pennsylvania 


Economics of Investment 
Jacob O. Kamm, Baldwin-Wallace College 


“It is an excellent survey of the whole field of investments, including 
economic and financial aspects. It is written in unusually clear style, 
so that it should be understandable by a student with little or no 
background in the field.”—Carl A. Dauten, Washington University 


Mathematics of Finance 


Albert E. May, Racine Extension Center, University of Wisconsin 


“Mr. May has written a lucid, teachable college text in which the 
fundamentals of investment theory are built on a few simple, impor- 
tant formulas. The student is drilled in the basic principles until he 
is able to adapt these formulas to a wide variety of problems.” 
—From a review in The Journal of Finance 


Public Finance 
William Withers, Queens College 


“., , the student is exposed to a first-rate discussion of the growth 
and distribution of public debt holdings and the relation of the debt 
to monetary controls. There is an unusualiy well-balanced discussion 
of conflicting viewpoints on the possible menace of the Federal debt.” 
—From a review in the National Tax Journal 


AMERICAN BOOK COMPANY 


55 Fifth Avenue 300 Pike Street 351 East Ohio Street 
New York 3, N.Y. Cincinnati 2, Ohio Chicago 11, Illinois 
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New! 


ECONOMICS OF MOBILIZATION AND WAR 


By W. Glenn Campbell, Editor, Robert E. Baldwin, Rita R. Campbell, 
Guy S. Frevtel, James W. McKie, and Ira O. Scott 


This new book which treats the most important economic prob- 
lem of the day, is designed to be used with any principles text 
as required reading in the Principles of Economics course. It 
applies basic principles of economics to an analysis of the 
economic problems of mobilization and war. 


In every chapter the problems of partial and full mobilization 
are compared and contrasted. When discussing all-out mobili- 
zation, the treatment is based on the experiences of World War 
II and when discussing partial mobilization the book analyzes 
the current situation. Throughout the book, equal attention is 
paid to the real and monetary problems of mobilization and 
war. 


The book is paper bound, contains 201 pages, and is priced at 
$1.95. It is ideally suited for use as a required supplementary text. 


BUSINESS ECONOMICS rrinciptes ano cases 


By Richard M. Alt and William C. Bradford 


This important text presents a well-balanced combination of 
text and case materials for use in courses in Business Economics 
and Policy, Price Policies, Economics of Enterprise, Economic 
Analysis and similar offerings. 


The analysis covers profits, demand, costs, prices, and non- 
price competition and extends to include the problems business 
management faces in connection with labor conditions, business 
fluctuations, and government regulations. The fifty-one authentic 
cases in the book permit students to come to grips with some of 
management's most pressing economic problems. 


Among the schools which have adopted this book are Boston 
University, Michigan State College, the universities of Kentucky, 
Maine, California, Washington, and Wisconsin, and Washing- 
ton University. 


RICHARD D. IRWIN, INC. HOMEWOOD, ILL. 
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International Labour Review 
(Published in English, French and Spanish editions) 


The International Labour Review, issued monthly by the Inter- 
national Labour Office since 1921, is a periodical devoted to ques- 
tions of labour and social policy. It contains general articles reflect- 
ing the evolution of social policy internationally and in the different 
countries, documentary articles, statistical tables of wages, hours 
of work, employment and the cost of living, and a bibliography. 


A specimen copy of the Review and a catalogue of International 
Labour Office publications will be forwarded on application to the 
International Labour Office, Geneva, Switzerland, or to the Wash- 
ington Branch Office of the I.L.O., 1825 Jefferson Place, Wash- 
ington 6, D.C. 


The /nternational Labour Review may also be obtained from the 
publishers in the United Kingdom, Messrs. George Allen and Un- 
win Ltd., Ruskin House, 40 Museum Street, London, W.C. 1. 


Annual subscription: $6.00; 36s. Single copies: 60 cents; 3s. 6d. 


INDIAN JOURNAL OF ECONOMICS 


Official organ of the Indian Economic Association 
(founded in 1918) 


(a) Articles by recognized authorities on Economie Theory, Economic , Indian 
Economic Problems, — Finance, Business Finance, Insurance, ning, 
Statistical Methods, Econometrics, Mathematical Economics, Money and Banking, 
Trade, Industrial Transportation, ration, Indus- 
tries, Economic Geography, La Insurance, 
Cooperation and Population. 


(b) Reviews of books. 
(c) Notes and Memoranda on current economic affairs. 
(d) Information oS new publications of various Governments and Internationa! 
organisations and about important articles appearing in other Journals. 
Issued by 


The Departments of Economics and Commerce 
University of Allahabad, U.P. (India) 
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BACK NUMBERS OF THE 
AMERICAN ECONOMIC REVIEW 


Available 


Complete file, 1920-50, may be had for the payment of boxing and 

shipping. 

Write: Mr. Leon E. Truesdell, 3429 Ordway Street, Washington 16, 
D.C. 


Complete file, September, 1929, issue through March, 1952, for sale. 


Write: Prof. D. N. Donaldson, Colorado A. and M. College, Fort 
Collins, Colorado. 


Complete file, September, 1948, to December, 1951; $10.00, in very. 
good condition. 


Write: Mr. John M. Crane, Montgomery County Planning Commis- 
sion, 16-18 North Ludlow Street, Dayton 2, Ohio. 


BACK NUMBERS WANTED 


The Association will pay fifty cents a copy for the following issues 
(sent prepaid and in good condition) of the American Economic 
Review: September, 1941; March, 1947; March, May, June, 1948; 
March, June, 1949; March, 1950. 


Send to 
Dr. James Washington Bell, Secretary 
American Economic Association 


Northwestern University, Evanston, Illinois 
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LAND ECONOMICS 


@ quarterly journal of 
PLANNING, HOUSING & PUBLIC UTILITIES 


Included in August 1952 issue: 
Elements of Instability in the Current Japanese Land Tenure System. . John D. Eyre 
The Economic Basis of Public Policy for Motor Transport Dudley F. Pegrum 
Fragmentation of French Farm Land Frederic O. Sargent 


The Rises and Declines of American Urban Centers During the 1940's 
Albert G. Ballert 


Collectivization of Estonian Agriculture ..........--...220:eeeseeee E. Jaska 


Home-to-Work Relationships of Workers in Public Housing Projects in 
Chicago Robert F. Whiting 


Housing Standards and Housing Research Richard U. Ratcliff 
Annual Subscription $6.00 Single Copy $2.00 


Sterling Hall, University of Wisconsin, Madison 6 


THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Editors 
C. S. RicHarps 
(Managing Editor) 
W. J. Busscuau H. M. Rosertson 
Contents of Vol. 20, No. 2 
June, 1952 

The Development of the Iron and Steel Industry in South Africa (Review 

An Enquiry in Regard to Coal Shortages in South Africa During 1951 

(Review Article) Brinsley H. Davies 
Some Aspects of the First Report of the Committee of Enquiry into the 

Income Tax Act (Review Article) ..............eceeececcceees J. Lavine 
J. M. Keynes. Part l—His Life and Thought (Review Article) ....H. R. Burrows 
The Net National Income of the Union of South Africa, 1950-51 (Bureau of 

Census and Statistics) 
The Balance of Payments of Southern Rhodesia, 1946-1950......... A. G. Irvine 


Reviews : Union Official Publications : Recent Periodicals and New Books 


Single copies at 7s. 6d. per copy, obtainable from the Central News Agency Ltd. 
and all leading booksellers. 


Overseas Agents for subscriptions £1. 5. 0. per annum and single copies (7s. 6d. each) 
Messrs. Staples Press Ltd., Mandeville Place, London W.1. 


Subscriptions to the Journal £1. 5. 0. per annum and enquiries re advertisement 
tariffs to the Secretary, P. O. Box 5316, Johannesburg. 
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THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by EARL J. HAMILTON 
in Cooperation with the Other Members of the 
Department of Economics of the University of Chicago 
The October 1952 issue will contain: 

Industrial Conflict and Business Fluctuations Albert Rees 
Inflation and Saving by Consumers John B. Lansing and E. Scott Maynes 
The Huguenots and Diffusion of Technology, II Warren C. Scoville 
The Empirical Status of Business Cycle Theory Kenneth D. Roose 
Social Choice and Individual Values ..................000005 I. M. D. Litile 
Ten Great Economists Howard §. Ellis 
Book Reviews and Books Received 


FOUNDED IN 1892. Published bimonthly: February, April, June, August, October, 
December. Subscription rate $6.00 per volume. Single copy $1.50. Special rates: 
$5.00 per volume for faculty members teaching business or economics, $3.00 per 
volume for graduate students in business or economics. Canadian postage 40 cents. 
Foreign postage 75 cents. 


The University of Chicago Press - 5750 Ellis Ave., Chicago 37, Ill. 


REVUE DE SCIENCE ET DE LEGISLATION 
FINANCIERES 


The French Review of Public Finance 


Number 4, October-December 1952 


American Monetary Policy in Recent Years E. A, Goldenweiser (Princeton ) 
A Methodological Approach to the Problem of Tax Shifting P. Tabatoni (Algiers) 
The Japanese Yen Shigeto Tsuru (Tokio) 
Public Savings and Social Security J. Leclere (Paris) 
The Role of Indirect Taxation in the Modern Economy U. K. Hicks (Oxford) 
Monetary Policy in the French Overseas Territories G. Leduc (Paris) 
The State as a Debtor R. Drago (Tunis) 
Recent Developments in French Public Finance 

Book Reviews. New Publications. Bibliographical Index. 


The Review is published quarterly. 

Yearly subscription is F. fres. 3000 within the French territory, F. fres. 3500 or $10 
abroad. 

Orders can be placed at the publisher: Durand, Pichon-Auzias, 20 rue Souffot, Paris V, 
France, or Stechert Hafner 31 E. 10th St., New York, N.Y. 
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THE QUARTERLY JOURNAL 
OF ECONOMICS 
Founded 1886 


Vol. LXVI August, 1952 No. 3 


United Nations Primer for Development ............++.+++0000+: S. Herbert Frankel 
Raw Materials, Rearmament, and Economic Development Edward S. Mason 
The Informal Organization of the Soviet Firm Joseph S. Berliner 
A Cardinal Concept of Welfare ............0ccceceeseececsseevecees Marcus Fleming 
The Cyclical Pattern of Inventory Investment Ragnar Nurkse 
The Reception of Western Economics in the Orient .............. E. Stuart Kirby 
General or Expenditure Rationing Gustav Papanek 


Notes and Discussions 
Economic Stabilization and Market Policy Lucile S. Keyes 
Full Capacity vs. Full Employment Growth D. Hamberg 
Keynes and the Forces of History: A Comment Edwin Kuh and John Meyer 


Reply Arthur Smithies 


Recent Publications 
Edited by E. H. Chamberlin for the Department of Economics, Harvard University. 
$1.25 per copy, $5.00 a year; 3 years, $14.00; Special Student Rate, $3.00 a year. 
Order from the Harvard University Press, Cambridge 38, Mass. 


The Manchester School 
of Economic and Social Studies 


Vol. XX, No. 2 May, 1952 


CONTENTS 


World Production, Prices and Trade, 1870-1960 

Costs of Distribution in Department Stores 

British and Foreign Immigrant Miners in Fife W’. Watson 


“THE MANCHESTER SCHOOL” is published three times a year. 


The annual subscription is fifteen shillings (transatlantic subscriptions, 3 U.S. dollars), 
post free. Single copies, six shillings (1 U.S. dollar), post free. 


Subscriptions to be sent to the Secretary, ‘““The Manchester School,’ Economics 
Department, The University, Manchester 13, England. 
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THE ECONOMIC RECORD 


The Journal of the Economie Society of Australia and 
New Zealand 


Published half-yearly in May and November. 

Single copies, 6 shillings (Australian). 

Annual subscription, 12 shillings (Australian). 

As the journal of the Economic Society of Australia and New 
Zealand, the Economic Record is the main source for those inter- 
ested in discussion, at the professional level, of economic problems 
in those countries; but it is not confined to local subjects or local 


authors. It includes articles of general interest in the field of theo- 
retical and descriptive economics, econometrics and economic his- 


tory. 
Subscriptions should be sent to the publishers: 
The Managing Director, The Melbourne University Press 


Melbourne, N.3, Australia 


AGRICULTURAL HISTORY 


Designed as a medium for the publication of research and documents 
pertaining to the history of agriculture in all its phases and as a clearing 
house for information of interest and value to workers in the field. Materials 
on the history of agriculture in all countries are included and also materials 
on institutions, organizations, and sciences which have been factors in agri- 
cultural development. 


ISSUED QUARTERLY SINCE 1927 
BY 


THE AGRICULTURAL HISTORY SOCIETY 


Subscriptions, including membership: Annual, $4.00; student, $2.00; con- 
tributing, $10.00. 


Editor: Everett E. Edwards 4 
Secretary-Treasurer: Charles A. Burmeister 
Room 3906, South Agriculture Building, Washington 25, D.C. 
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JOURNAL OF FARM ECONOMICS 
Published by THE AMERICAN FARM ECONOMIC ASSOCIATION 


Editor: Lawrence W. Witt 
Michigan State College, East Lansing, Michigan 


VOLUME XXXIV AUGUST, 1952 NUMBER 3 
Agricultural Policy: Whose Valuations? ...Dale Hathaway and Lawrence Witt 
A Critical Appraisal of Family Farms ..................++: W.K. McPherson 
Required Economics for Agriculture Students ...............5+. John D. Black 
Economic Aspects of Feeding for Milk Production ............ John C. Redman 
Employment in Rural Industries .................--eeeeeee Stefan H. Robock 


This Journal contains additional articles, notes, and book reviews and is published 
in February, May, August, November, and December. Yearly subscription $5.00. 


Secretary-Treasurer DON PAARLBERG 


Department of Agricultural Economics 
Purdue University, Lafayette, Indiana 


POPULATION STUDIES 


A Journal of Demography 
Editor: D. GLASS 


Vol. VI, No. 1 CONTENTS July 1952 


Cicety Watson, Recent Developments in French Immigration Policy. 

H. Bernarpevu. New Zealand and Asiatic Migration. 

H. Sttcocx. Estimating by Sample the Size and Age-Sex Structure of a 
Population. 

D. V. Grass. The Population Controversy in Eighteenth-century England. 
Part I. The Background. 

KennetH Situ. Some Observations on Modern Malthusianism. 

S. W. Carrin. Infantile Mortality Rates. 

Book Reviews. 

Books and Publications Received. 

Letters to the Editor. 


Subscription price per volume of 3 parts, $5.00 


Published for the PoputaTion INvesTIcATION COMMITTEE by the 
CAMBRIDGE UNIVERSITY PRESS 
32 EAST 57TH STREET, NEW YORK 22 
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THE JOURNAL OF MARKETING 


PUBLISHED QUARTERLY BY THE AMERICAN 
MARKETING ASSOCIATION 


Partial List of Contents, Vol. XVII, No. 1, July, 1952 


Air Cargo Transportation and Marketing Dwight L. Gentry 
Marketing Uses of Input-Output Data W’. Duane Evans 
Consumer Finance Company Charges: II Clyde W. Phelps 
Price Determination at the Department-Store Level Perry Bliss 


Quantity Limits and The New Economic Policy Wroe Alderson 


Subscription price, $4 per year in the U. S.; other countries, $5. Address communications 
to: Edward R. Hawkins, Editor-in-Chief, The Johns Hopkins University, Baltimore, Mary- 
land; Albert W. Frey, Managing Editor, Dartmouth College, Hanover, New Hampshire ; 
Thomas J. McGann, Business Manager, Iona College, New Rochelle, New York. 


ECONOMICA 


Published Quarterly 


New Series, Vol. XIX, No. 74 : May, 1952 


CONTENTS 


Marshall's Evtosigie of Economics in the Light of 


The Effects of Income-Redistribution on Aggregate Consumption 
with Interdependence of Consumers’ Preferences Harry G. Johnson 


The Economist's Description of Business Behaviour ................. G. F. Thirlby 
The Inequality of Incomes in the United Kingdom ...............-.. E. C. Rhodes 
Unemployment in Belgium and Full Employment Policy W. Robertson 
Cost Curves for Electricity Generation 

Book Reviews 

Books Received 


MEMBERS OF THE AMERICAN ECONOMIC ASSOCIATION may sub- 
scribe at the specially reduced rate of 21s. per annum. Subscriptions should be 
sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 
London School of Economics and Political Science. 
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EL TRIMESTRE ECONOMICO 


A Latin American Economic Quarterly 
PUBLISHED BY FONDO DE CULTURA ECONOMICA, México. 
Founded in 1934. 


BOARD OF EDITORS 
Emilio Alanis Patifio - Rail Prebisch - Edmundo Flores - Rail Ortiz Mena 
Rail Salinas Lozano - Victor L. Urquidi (Acting editor) 
Secretary: Julian Calvo 
Vol. XIX, No. 2 April 1952 
CONTENTS 


Felipe Pazos y Roque, Desarrollo econémico y estabilidad financiera. 
Alfredo Lagunilla Inarritu, El ahorro y la banca central. 
Santiago P. Macario, Teoria positiva del institucionalismo. 
Alfonso Magallén de la Vega, La propensién metafisica de la economia. 
Rafael Urrutia Millan, La Conferencia Internacional sobre el Impuesto y la 
Riqueza Nacionales. 

Julian Calvo, Competencia desleal y responsabilidad. 

Comments, documents and book reviews. 

Published January, April, July and October. 
Annual Subscription $3.50 Dlls. 
Subscriptions may be sent to: 
FONDO DE CULTURA ECONOMICA 


Panuco 63, México 5, D.F. 
MEXICO 


SCIENCE & SOCIETY 


Established 1936 


Volume XVI, Number 3 Summer, 1952 


DECADENCE IN THE ART OF T. S. ELIOT Russell Ames 


THE POINT FOUR PROGRAM: PROMISE OR MENACE? 
Herman Olden and Paul Phillips 


THE FIRST INTERNATIONAL AND THE GREAT POWERS 
Samuel Bernstein 


NATIONALISM AND LANGUAGE REFORM IN CHINA 
Morris Swadesh 


BOOK REVIEWS 


Quarterly, 50¢ Single Copy $2.00 per year ($2.50 foreign) 
SCIENCE AND SOCIETY 30 East 20th St. New York 3, N.Y. 
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ECONOMETRICA 


Journal of the Econometric Society 
Contents of Vol. 20, July, 1952, include: 
JAN TINBERGEN Four Alternative Policies to Restore Balance of Payments Equilibrium 
Habit Persistence and Lags in Consumer Behavior 
Safety First and the Holding of Assets 
A General Location Principle of an Optimum Space-Economy 


Les elasticites de la demande relative aux biens 
de consommation et aux groups de biens 
A. DvoReTzky, J. KIEFER, AND J. WOLFOWITZ The Inventory Problem: 
II, Case of Unknown Distributions of Demand 
Reports of the Boston and Tokyo Meetings 


Review Articles, Book Reviews, and Notes 
Published Quarterly Subscription rate available on request 


The Econometric Society is an international society for the advancement of economic 
theory in its relation to statistics and mathematics. 

Subscriptions to Econometrica and inquires about the work of the Society and the 
procedure in applying for membership should be addressed to William B. Simpson, 
Secretary, The Econometric Society, The University of Chicago, Chicago 37, Illinois, 
U.S.A. 


SOCIAL RESEARCH | 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for June 1952 (Volume 19, Number 2) 


A Structural Model of Production Adolph Lowe 
Schumpeter and the Problems of Imperialism .... Eduard Heimann 
Agriculture and Farm Labor in the Soviet Zone of Germany... Frieda Wunderlich 
Santayana on Society and Government Alfred Schutz 
That History is a Philosophic Art (Note) . H. M. Kallen 


Book REVIEWS 
Published in March, June, September and December 
Subscription $3 a year (Foreign $3.50)—Single copies $1.00 
66 WEST 12TH STREET, NEW YORK 11, N.Y. 
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PUBLIC FINANCE/ FINANCES PUBLIQUES 
ee ee journal devoted to the study of 
fiscal policy and related problems. 
Director and Editor in Chief 
Dr. J. A. Monod de Froideville 
Emmalaan 2, Haarlem, Netherlands 
1952 Numbers 1 and 2 


SPECIAL DOUBLE NUMBER DEVOTED TO THE STUDY OF THE 
IMPACT OF THE REARMAMENT ON WESTERN COUNTRIES. 


U.B.A. these Chairman of the Council of Eco 
noi 

Great-Britain 2:0. F. Carter, ieee of Applied Economics in the 
Queen's University, Belfast 

France :Pierre Vallerie, Honorary Secretary-General of the 
Ministry of National Defense 

Germany :G. Schmblders, Professor of Economics in the Univer- 
sity of Cologne 

Belgium :Maurice Masoin, Professor of Economics in the Uni- 
yeeutty of Louvain and Economic Adviser to the Prime 

nister 

Netherlands :J. Tinbergen, Professor of Bs Economies in the Nether- 
lands School of Economics and Director of the Central 
Planning Bureau 
tiem Schmidt, Economic Adviser to the Minister of 

ance 

Sweden :Gustav Cederwall, Economist in the Business Cycle 
Research Institute in Stockholm 

Theoretical :André Piatier, Director of the French Business Oycle 

8 Research Institute in Paris. 


Contributions in French or German are followed by an English summary. 
Subscriptions $5.00 a year postage free; double number $3.25 


THE JOURNAL OF FINANCE 


Published by THE AMERICAN FINANCE ASSOCIATION 


Volume VII,.No. 3 (September, 1952) includes: 


A Major Error in Refunding Robert T. Patterson 
Recent Developments in Preferred Stock Financing Donald 8. Fergusson 
American and Canadian Experience with the Sales Tax ...............-4 John F. Due 
Abstracts of Dissertations 

Book Reviews 


Membership dues, including $3.00 allocated to subscription to The Journal of Finance, 
are $5.00 annually. Libraries may subscribe to The Journal at $4.00 annually and 
single copies may be purchased for $1.25. Applications for membership in the American 
Finance Association and subscriptions to The Journal of Finance should be addressed to 
the Secretary-Treasurer, Louis Starkweather, School of Business Administration, Rut- 
gers University, Newark 2, N.J. 


Communications relating to the contents of The Journal of Finance should be addressed 
to the Editor, Marshal] D. Ketchum, School of Business, University of Chicago, Chicago 
37, Illinois, or to the Associate Editor, J. Fred Weston, School of Business Administra- 
tion, University of California, Los Angeles 24, Calif. 
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